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ABSTRACT 


This thesis examines the Federal Government's decision 
to shift from almost total reliance on Government Specifi- 
cations and Standards to a greater reliance on commercial 
off-the-shelf products and commercial specifications and 
meamaards. The policy is analyzed from a Department of 
Defense perspective, with special emphasis placed upon the 
impact that the policy will have on competition, pricing, 
quality and the small business community. The conclusion 
is that the "Buy Commercial" volicy wiil have a positive 
meeect ON Competition and pricing without sacrificing any 
Of the essentials of quality. The effects on the small 
Dusiness community overall will be positive, in that more 
small firms will be encouraged to compete for Government 
contracts. For those small businesses however, that are 
heavily involved in producing products to meet Government 
specifications and standards the policy may spell financial 
disaster unless the Federal Government renders special con- 


Pee@eratcion and assistance to them. 
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LN ODUCT TALON 


Dhobeatierey Ee iy cace 1978 1t is estimated that the U.S. 
Government expended $158.4 billion in the private sector 
for goods and services aaa. In numerous instances, the 
U.S. Government is the largest single customer of a partic- 
ular industry or firm. Because of the volume of business 
done in the commercial market place, Federal Government ac- 
quisition policies can and do have a tremendous impact on 
the business community. In recent years, the Government 
and especially the Department of Defense (DOD) has drawn 
severe criticism from various private sources for being an 
unwise buyer. The extensive press coverage usually given 
memeest OVeErruns On Major system acquisitions contribute to 
the growing public skepticism in the area of Government ac- 
Meeeettion Dolicy. In addition to criticism from the eeyaite 
sector, the General Accounting Office has conducted several 
studies in the areas of ineffective acquisition policies 
and strategies and made highly critical reports to the 
Memearess. This constant barrage of criticism from various 
Sectors of the society has tended to heighten the concern 
of the Congress and those individuals that authorize and 
are responsible for acquisition policies and expenditures. 
Within the past ten years, commissions and study groups 
have also criticized Government acquisition policy for 
being archaic and burdensome in dealing with the private 


sector. The recurring theme in all of this criticism seems 
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to be that the present methods of acquiring goods and 
services are not the most cost effective, both in terms of 
prices paid for products and administrative costs incurred 
for managing associated inventories at stock points. 

One of the recommended solutions that emerged from a 
number of the major studies was the "Buy Commercial" con- 
cept. This term is somewhat of a misnomer, Since the 
Government has always relied on the commercial market place 
for the majority of its goods and services. Within the 
context of the studies that recommended it however, this 
term refers to the notion of the Government relying less on 
Government specifications and standards, and relying more 
On commercial specifications and standards when acquiring 
products in the commercial market place. Perhaps the most 
notable and comprehensive of all the studies making this 
recommendation was conducted by the Commission on Govern- 
Ment Procurement during 1971 and 1972 / 2_/. This study 
group, commissioned by Congress, was the first of several 
to conclude that the Federal Government should acquire 
more commercial off-the-shelf products in an effort to re- 
duce acquisition costs and as a means of increasing compe- 
tition for Government contracts. The Commission indicated 
that the elimination of detailed Government specifications 
and standards from the acquisition process would ultimately 
lead to the Government obtaining an adequate product at a 


lower cost. 









In order to implement the recommendation of the Commis- 
sion on Government, Procurement in reference to buying more 
commercial products, it was necessary for the Government to 
change existing acquisition regulations. Defense Acquisi- 
tion Regulations (formerly Armed Services Procurement Regu- 
lations) explicitly stated that Federal or military 
Specifications would be developed and utilized to procure 
products in the private sector pee eneated acquisitions 
where the dollar value exceeded $10,000 /3:1-12027. The 
"Buy Commercial" concept reverses this policy by requiring 
the Government to utilize commercial products and distribu- 
tion channels whenever possible. 

Various private interest groups and Government agencies 
have a special interest in the "Buy Commercial" policy. 

Two of these major groups are: (1) The Department of De- 
fense and (2) that portion of the small business community 
which have done or are currently doing business with the 
Government. The programs anc positions of these two groups 
will be the focus of this thesis. The Department of De- 
fense was chosen as a representative Government agency, 
because it expended approximately 67% of the Federal Govern- 
ment's acquisition budget during Fiscal Years 1974 through 
1978 /1:485/7. DOD also has an unusually large volume of 
military specifications and standards (in excess of 40,000), 
Pome) 1t routinely utilizes as a vehicle for acquiring 
Various products and services. The manner in which DOD 


expends its acquisition funds is subject to intensive 
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scrutiny by outside sources and has received significant 
publicity in recent years. The small business community 
on the other hand represents a myriad of separate entities 
locked in a competitive struggle for survival among them- 
selves as well as with large businesses. Low profit mar- 
gins and lack of significant reserves of operating cavital 
make these firms particularly susceptible to major shifts 
in Federal Government acquisition policy. 

It is obvious that the Government must seek to utilize 
scarce acquisition funds in the most efficient manner pos- 
sible. Although the "Buy Commercial" policy has the poten- 
eeat tO Contribute to that objective, it also has the 
potential to generate unexpected side effects within that 
segment of the American business community which coes 


business with the Government on a regular basis. 


Mere StARCH QUESTION 

On 24 May 1976, the Office of Federal Procurement 
~-Policy (OFPP) issued a memorandum establishing an official 
Pederal Government "Buy Commercial” policy / 4 /. This 
memorancum was addressed to the Secretary of Defense, the 
Administrator of Veterans Affairs and the General Services 
Administration. It expressed the concern of OFPP toward 
the trend of Government agencies to acquire ever increasing 
amounts of commercial products utilizing Government specifi- 
Beerons. In an attempt to curtail that trend, the following 


policy statement was made in that memorandum: 
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The Government will purchase commercial, off-the-shelf 
products when such products will adequately serve the 
Government's requirements, provided such products have 
an established commercial market acceptability. The 
Government will utilize commercial distribution chan- 
nels in supplying commercial products to its users. 
/ 4 2 aa 
This policy statement was subsequently utilized as the 
basis for development of a "Buy Commercial" pilot program 
within DOD known as the Commercial Commodity Acquisition 
Program (CCAP). 

The Office of Federal Procurement Policy hypothesized 
that the "Buy Commercial" policy would benefit the Federal 
Government in terms of lower prices and increased competi- 
tion among sellers. There was also an underlying assump- 
ion that the policy would be of benefit to the small 
business community overall, in that it would expand the 
Government market to small’ businesses that heretofore had 
been reluctant to enter, because of overly restrictive 
Beeerrications and procuct requirements. The basic research 
question of this thesis therefore is: 

l. Will the small business community, as a whole, 
benefit from the Government's shift in acquisition policy 
from the use of Government specifications and standards 
femme buy Commercial” concept? Corollary to this basic 
research question are such questions as: 

2. If a negative effect will result, what are the 
Sm@eeacteristics of such an effect? 


3. What modifications to the current "Buy Commercial" 


policy could be made in order to enhance accomplishment 
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of the policy's objectives relative to the small business 


eemmunity and the Federal Government. 


B. METHODOLOGY 
1. Government Directives and Documents 
The primary policy document reviewed was the OFPP 
Memorandum of 24 May 1976. During the course of this re- 
search, DOD was in the process of publishing directives 
Ween would provide detailed operating instructions to 
Subordinate activities. All temporary directives and 
associated operating instructions were reviewed, along with 
essential correspondence transmitted between participating 
activities. 
ze Current Literature 
Due to the widespread interest in the "Buy Commer- 
cial" policy, several articles written by Government 
officials and private individuals were available in jour- 
nals and periodicals. These articles were reviewed exten-~ 
Sively for applicability to this thesis. 


fe Commerecsal Commedity Acquisition Program (CCAP) 
Milestone and Status Reports 


The Commercial Commodity Acquisition Program 1s an 
experimental program conducted by the Defense Logistics 
Agency for the purpose of determining the most feasible 
Memrcegies Of acquiring products from the private sector. 
The Defense Supply Centers participating in this Study 
made milestone reports to the Defense Logistics Agency. 


These files were reviewed extensively by the researcher 
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because they provided an up-to-date account of the contracts 
feeren Mad aAleeady been awarded under CCAP as well as those 
awards that were being contemplated for the future. Al-~ 
though, in several instances, the results were incomplete, 
these files nevertheless proved to be an invaluable data 
source for determining the present status of the program 
along with any ensuing problems or success. 


Pa ebleger"S LLSt Of Firms Solicited to Bid on CCAP 
Contracts 


These lists were reviewed and utilized as the vopu- 
lation from which a small business sample was selected to 
participate in a questionnaire. It was reasoned that 
limiting the copulation to companies which had been solic- 
ited to participate in CCAP would enhance the credence of 
the responses. It was assumed that those companies would 
have a better perspective on any potential effects of the 
meeuy Commercial” policy upon small firms. 

>. Interviews and Questionnaire 
a. Interviews 

In order to get a true understanding of the im- 
Meet Of the “Buy Commercial” program it was necessary to 
cull the opinions of key Government officials involved in 
implementing the program. Phone interviews were conducted 
with several of the key individuals involved with the 
program within the Department of Defense, the Small Busi- 


ness Administration and the Office of Federal Procurement 


Policy. Due to time and monetary constraints, face-to-face 
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interviews were not conducted. 
De Questionnaire 

A nineteen question questionnaire (Appendix A) 
was prepared and forwarded to 150 small businesses selected 
from the bidder solicitation lists discussed previously. 
The major industries represented by the firms solicited 
were: (1) textiles, (2) chemicals, (3) machinery and (4) 
electrical products. The purpose of the questionnaire was 
to determine the small businessman's opinion of the poten- 
meat impact of the Government's "Buy Commercial” policy on 
the small business community. It was reasoned that this 
method would either support or deny the Government's under- 
lying assumption that the small business community would 


benefit from the policy. 


C.. ABBREVIATIONS AND DEFINITIONS 
1. Abbreviations 


ASPR += Armed Services Procurement Regulations 
(superseded by DAR) 


CCAP - Commercial Commodity Acquisition Program 
COGP - Commission on Government Procurement 

DOD - Department of Defense 

GAO - General Accounting Office 

GSA - General Services Administration 


OFPP - Office of Federal Procurement Policy 


OMB - Office of Management and Budget 
SBA - Small Business Administration 
VA - Veterans Administration 


aS) 








Za Definitions 
a. Commercial Off-The-Shelf Products 
Commercially developed products sold in substan- 
tial quantities to the general public and/or industry at 
established catalog or market prices. 
b. Specifications 
A document that clearly and accurately describes 
the essential and technical requirements for items, materials 
or services, and that includes the procedures by which a de- 
termination can be made that the requirements have been met. 
EQecommerelr al Speci erication 
A document used to describe a product, or a 
mamey Of products, Or a process used by a broad section of 
the public and industry. These documents are generally de- 
veloped by non-Governmental bodies such as nationally 
recognized industry associations and professional technical 
societies. 
ad. Government Specification 
A Federal, Military or departmental cocument 
used to describe the design and/or the performance of a 
product. Government specifications for items and materials 
may also contain preservation, packing and marking require- 
ments. A Government specification may be used alone as an 
acquisition document. 
e. Standards 
Establishes engineering and technical limita- 


tions and applications for items, materials, processes, 
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methods, designs and engineering practices. Standards are 
used primarily to achieve uniformity in materials or products 
and, unlike specifications, are not normally used alone as 


acquisition documents. 


Pee SCOPE 

This thesis must necessarily restrict itself to limited 
aspects of the "Buy Commercial" policy. It is recognized 
that there may be other ramifications of this policy which 
are of greater or lesser importance than the issues ad- 
dressed in this research effort. A cursory treatment will 
be made of some of these other issues in an attempt to en- 
lighten the reader of their existence. This thesis does 
not profess to project the views of the total small business 
community, but the opinions expressed. herein undoubtedly are 
Shared by certain elements of that community. The views of 
the Federal Government and specifically those of DOD are 
representative Nowever, Since thev were gleaned from exist- 
ing policy statements and confirmed by telephone interviews 


with high level Federal officials. 


E. ORGANIZATION 

This thesis examines a potential major change in Federal 
Government acquisition policy and its effect upon selected 
entities of the small business community. Chapter II de- 
scribes the background implementation, and current status 


of the "Buy Commercial" policy along with the associated 


programs and legislation pending as of the date of this 


ey 





writing. Chapter III is a presentation and analysis of the 
data collected in the small business questionnaire. Chapter 
IV completes the study by presenting conclusions drawn from 
the research, reviewing the research questions and making 
recommendations concerning the "Buy Commercial" policy as it 


relates to small business. 
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II. BACKGROUND AND CURRENT ENVIRONMENT 


This chapter provides the reader background information 
regarding the basic acts, laws, and decisions that have had 
an impact on the Government's decision to implement the 
eeuy Commercial” program. 

Pee fae ROLE OF GOVERNMENT SPECIFICATIONS AND STANDARDS IN 
meeeRAL ACQUISITION POLICY 

The Federal Property and Administrative Services Act of 
1949 gave the General Services Administration (GSA) the 
responsibility to establish and maintain a Federal-supply 
catalog system. It also gave GSA the authority to prepare 
and administer Federal specifications and standards for 
other agencies. As of 1977, approximately 14550 specifica- 
tions and 1550 standards were cataloged by GSA / 5:1 _/. 

The Defense Cataloging and Standardization Act of 1952 
implemented eh Cenceepe Of Seandares Zing items by utilizing 
Specifications and standards wherever possible within DOD. 
As a result of this act and other factors, the volume of 
Military specifications and standards grew at a rapid rate 
Meeween 1952 and 1972. This rapid proliferation of stand- 
ardization documents can be partially attributed to the 
needs of the military services to establish uniformity 
among similar products. The proponents of Government 
Specifications and standards postulated that standardization 


would enhance maintenance capability at the military field 
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activity level, reduce the necessity for extensive cross 
meaaning of maintenance personnel and reduce equipment 
downtime. From a logistics standpoint, standardization 
eased the burden of cataloging and cross referencing parts 
and components. Standardization also facilitated full im- 
plementation of an advertised procurement strategy. By 
Memlizing specifications and standards which had been pre- 
viously tested and proven, the Government found it easier to 
prepare non-ambigious bid-solicitation documents. Prospec- 
tive bidders could simply refer to the specification or 
standard quoted in the solicitation document and determine 
the exact nature of the product desired by the Government. 
This technique contributed to the aura of fairness and 
impartiality which the Government desired to project as an 
intimate part of its acquisition strategy. This technique 
also simplified the task of writing purchase descriptions 
in that less controversy was raised by bidders over the 
nature of the product the Government desired to acquire. 
Selection of the responsible and responsive bidder with the 
lowest bid became the primary contract award criteria. 

The marriage between standardization documents and 
advertised procurements was consummated with the implementa- 
tion of regulations which required the development and use 
of military specifications and standards wherever repeated 
acquisitions of an item were to be made / 2:1-1202(a) _/. 
The results attained with this strategy PeEeC Renata 14. 


By 1972, DOD had issued some 31876 standardization documents 
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(including specifications, standards, and handbooks) / 2:19 7. 
The Commission on Government Procurement reported in late 
1972 the following problems associated with Federal specifi- 
cations and standards: 
1. Obsolescence 
Several specifications were of questionable value 
because of their age (46% of Federal specifications were 
more than four years of age in 1972) / 2:19 /. 
oe Complexity 
Many Federal and military specifications referred 
to other specifications. For example, the Commission found 
some 313 specifications pee ainea (to aa oinate: Ligne. bulb 
{/ 2:20 /. The Commission further found that it was virtu- 
ally impossible for a bidding contractor to obtain a copy 
of all specifications referenced in an acquisition document. 
They also found that a supplier on the average must ask 
Syece GOvernment offices for specifications in order to bid 
responsively; thus, new companies were at a distinct disad- 
vantage when bidding on Government contracts due to a lack 
of familiarity with the system. 
3. Cost 
The method of developing and maintaining Government 
Specifications and standards was very costly. In DOD alone, 
some 88 activities were responsible for the standardization 
program. 
4, Technological Advances Hampered 


It was found that use of design specifications 
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prevented the Government from obtaining the benefit of 
eeemnological progress. The high cost and risks to a 
company of designing a system superior to that specified 
in a Government design specification tended to discourage 
industry from pursuing such innovative ideas where Govern- 
ment contracts were involved. 

pee oes Cations) Too Ragidly sinterpreted 

Syerly@serict imterpretation @= Sece2itecations by 
Government officials tended to restrict competition for 
Government contracts, in that it discouraged new companies 
meom bidding on contracts. It also tended to drive older 
companies out of the market. 

The Commission recognized that the advantages which 
were present when the standardization program was imple- 
mented still existed (e.g. standardization facilitated 
fairness in the contract award process and it established 
minimum levels of quality to be met by any selier). The 
Commission eis realized however, that these advantages 
were Significantly outweighed by the disadvantages stated 
above, and as a result they made the following recommenda- 
tions ye 2 : Ze 

a. Development of new Government standardization 
documents should be based on a cost benefit analysis. 
Those that cannot measure up to the criteria should not be 
developed. 

b. All existing standardization documents should 


Berrevyiewed at fixed time intervals in order to determine 
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their current utility. Obsolete or irrelevant specifica- 
tions should be eliminated Or updated as : result of this 
review. 

c. Packaging requirements for military items should 
be separated from other standardization activities. 

ad. Commercial product specifications when used 
Should exclude ee packaging, packing and marking re- 
quirements. Special packaging and marking tended to increase 
costs to the Government. 

Following the Commission's report, limited action 
was taken by DOD to reduce the proliferation rate of new 
Standardization documents. For example, curing the twenty- 
year period between 1952 and 1972, military specifications 
and standards had grown from virtual non-existence to in 
excess of 31,000. Between 1972 and 1977 military standard- 
1zation documents grew from in excess of 31,000 to in excess 
of 40,000 ig Percentage-wise, the growth between 19/72 
me, 1977 slowed to an average of five percent annually. 
During that same period, GSA standardization dccuments grew 
at about the same rate. There was still concern at GAO 
however, that insufficient progress had been mace in this 
area. 

Two other major studies conducted by Government 
commissioned task groups also addressed the role of Govern- 
ment standardization documents in the acquisition process; 
these groups were: (1) the Task Force on Bisereonde Test 


Equipment and (2) the Task Force on Specifications and 


Standards. 
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The Task Force on Electronic Test Equipment re- 
ported its findings in February 1976. Several problems 
involving Government specifications were reported by this 
task group. The majority of the problems were similar in 
mature to those expressed by the Commission on Government 
Procurement. Some of the identified problems were: 

ee SeguisitLron of See sai c test equipment in 
accordance with a Government specification was tantamount 
to buying custom made test equipment. The Government's 
method of acquiring test equipment was not only more ex~ 
pensive at the outset than off-the-shelf test equipment, 
Miiewnt also required a higher life cycle expenditure due “to 
the necessity of having to buy custom built parts in order 
to effect repairs. 

Dd. Government acquired test equipment tended to 
lag the state-of-the-art in the industrial community due, 
primarily, to the Government's inability to maintain up-to- 
date test equipment specifications. 

The significance attached to this study is based on the 
meer toat 1t confirmed for a specific group of products 
what the COGP had reported four years earlier, namely that 
acquiring products solely through the use of Government 
specifications was a costly venture. In an effort to 
@eeeecte this inequity some 28 total recommendations were 
made. Of the 28, three specifically addressed the govern- 


ment specification problem, and they were / 6:27 _/: 
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ee ere once ve loping new specifications for 
electronic test equipment, a determination should be made 
if off-the-shelf test equipment could meet the minimum re- 
quirement. In those instances where Government specifica- 
tions were deemed necessary, justification could be prepared 
in order to substantiate the requirement. Additionally, ex- 
isting obsolete test equipment specifications were recom- 
mended for elimination. | 

5. Changes should be made to the general military 
specification MIL-T-28800 (Test Equipment for Use With 
Pebeeesical and Electronic Equipment) which is utilized as 
a guide for acquiring test equipment, to ensure that it 
facilitates procurement of off-the-shelf equipment. 

See Recice ENG ticgic apolication of spec#fications 
requirements, such as those dealing with environmental re- 
guirements, military parts, materials and processes. 

The anticipated benefits to be derived from imple- 
menting these recommendations were / 6:28 /: 

Bee See@ucea eequmsvtton costs ($10.5 million annual 
estimated savings in reduced specification writing) 

b. Shorter acquisition lead times 

Ce Steere tOGecost effective use of manufac~ 
turers' repair and calibration service 

d. Increased insurance against the technical and 


Sees problems orten associated with dependence on a single 


source for specially designed equipment. 
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The second major group to study the effects of 
standardization documents upon the acquisition process was 
the Task Force on Specifications and Standards Te This 
task group issued an informal report in mid-1975 and a final 
report in April 1977. This group generally agreed with the 
previous two study groups, but one deviation was made in 
the findings. This group suggested that specifications 
were useful and should be maintained, but rigid interpreta- 
tion by Government officials and rigid compliance by con- 
tractors tended to create the majority of the problems 
commonly associated with Government specifications and 
standards. This group did agree however, that in the future 
DOD should work closer with civilian standard agencies in 
an attempt to develop national specifications and standards 
as opposed to military specifications and standards. [It 
concluded that the system as it presently existed was in- 
adequately organized and managed to perform the task at 
rand. 

The General Accounting Office has also issued re- 
ports citing the disadvantages of utilizing Government 
Specifications in the acquisition process. Some of the 
problems pointed out in these reports were / 5:6 _/: 

a. High management, investment, and storage costs 
associated with military stocking of common-use commercial- 
type items when many of these items were available from 
commercial sources. 


b. Low number of bids received repeatedly for the 
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same items without revision of specifications or purchase 
descriptions to increase competition. 

c. Packaging specifications and standards were 
repetitious, redundant or not applicable and commercial 
packaging was probably suitable for most military 
requirements. 

Armed with all of these reports Wil Lem DOTnited Out 
the flaws in the existing acquisition system, OFPP issued 
a policy statement on 24 May 1976, which directed the 
Department of Defense, Veterans Administration and General 
Services Administration to commence purchasing commercial 
off-the-shelf products where available, in an effort to 
reduce costs associated with maintaining their respective 
logistics systems / 4 /. In response to that policy state- 
ment, DOD initiated the "Commercial Commodity Acquisition 
Peegram in an effort to test the viability of the policy 
statement. This program is discussed in a subsequent 
section of this thesis. 

The Commission in its 1972 report and GAO in sub- 
sequent reports, recommended that a cost benefit analysis 
approach be adopted as a means of determining whether a 
new specification should be developed / 5:18 /. In regard 
ements recommendation, GAO found that historically DOD 
and GSA had not performed cost/benefit analysis prior to 
developing new specifications, mainly because there were 
Memexisting regulations that required it. Instead, these 


agencies relied on DAR which stated that Federal and 
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military specifications were not required for items where 
the total purchase’ amount was $10,000 or less. However, 
in the case of repetitive procurements exceeding $10,000, 
specifications were required as a basis for soliciting bids. 
As a result, prior to 1976 cost data was not collected by 
these agencies in any form that would lend itself to a 
cost/benefit analysis. During 1975 GSA's Federal Supply 
Service (FSS) developed a cost/benefit criteria for specifi- 
cation development, and for the first time, cost data was 
available for analytical purposes. Based on data obtained 
from the FSS for fiscal year 1976, the average cost to 
develop a new specification was found to be $17,241. The 
average cost to develop a purchase description was $1,127 
/ 5:21 /. The determination of whether a new specification 
would be developed within the FSS was based on the following 
criteria: 

a. There must be an annual recurring demand for 
the products that the new specification will cover. 

b. The annual demand value must exceed the svecifi- 
cation development cost by a 10 to 1 ratio, where develop- 


ment cost is computed as follows: 


Productive No. hours required 
Development Cost = Staff Hourly xX to develop the 
Rate Seecatication 


Productive Staff hourly rate was a semi-fixed labor cost 
($30.00 at the time), which did not include laboratory 
fees. This rate was to remain fixed over the budget year, 


but was subject to change annually as labor rates changed. 
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The variable component of the development equation was the 
number of hours required to develop or change a specifica- 
tion. This basic mode was applied by the FSS to new 
Specification development, specification revision and pur- 
chase description preparation. As an example of how this 
criteria operated, during FY 1976 FSS estimated that fifty- 
six new specifications would be developed and 13,079 staff 
hours would be expended. This equates to an average of 234 
Staff hours expended on each specification. Utilizing the 
$30.00 hourly rate for staff hours, the average cost of 
developing a new specification during FY 1976 amounted to 
27,020. Applying the criteria that annual demand value 
must exceed the development cost by a 10 to 1 ratio, the 
annual demand value needed to justify a new specification 
would have been $70,201 or greater ($7,020 x 10) during 
Mero 7>. This value obviously exceeds the $10,000 criteria 
established by DAR and FAR. 

DOD on the other hand developed a slightly different 
approach to specification development and management than 
ee FSS. DOD contended that basing specification develop- 
ment and revision on cost/benefit analysis was very diffi- 
cult, because several of the key factors to be considered 
were non-quantifiable. DOD instead elected to concentrate 
on so-called “high pay-off" specification improvements, such 
as the elimination of non-essential specifications, and 
greater use of specifications developed and maintained by 


non-Governmental bodies. The Commercial Commodity 
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Acquisition Program represents one of the.major vehicles by 
which DOD hoped to accomplish this goal. 

It appears that the era of unlimited Government 
specification proliferation may be ending. Quantum in- 
creases and improvements in the standardization documents 
developed and maintained by non-Governmental bodies has 
Meeetced a Sign#ficant overlap with those standardization 
documents maintained by the Federal Government. On-going 
budget constraints dictate that every ounce of inefficiency 
existent in the present Government standardization program 
be eliminated. Closer ties with non-Government standardiza- 
tion bodies coupled with greater reliance on commercial 
off-the-shelf products are all viable approaches to solving 
the long existing problems associated with Governmental 
specifications and standards. 

Peeeetok POTENTIAL ROLE OF NON-GOVERNMENT SPECIFICATIONS AND 
STANDARDS IN FEDERAL ACQUISITION POLICY 

The commercial specification and standards network has 
grown in stature and capability since the early 1950's when 
the Federal Government found it necessary to develop its own 
body of specifications and standards. The Task Force on 
Specifications and Standards reported that non-Government 
Standard organizations had published over 26,000 voluntary 
engineering specifications and standards, many in areas 
related to the DOD documents. DOD has so far adopted 
approximately 1200 industry standards / 7 /. Some of the 


non - Government bodies which currently maintain and develop 
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specifications are: (1) American National Standards 
Institute (coordinating agent for approximately 6000 
national standards), (2) American Society for Testing and 
Material, (3) The Underwriters Laboratory, and (4) The 
Technical Association of the Pulp and Paper Industry. 

In addressing the availability of non-Government speci- 
fications, the Task Force on Specifications and Standards 
recommended that DOD take the following steps in order to 
better utilize this existing network / 7:III-7 /: 

fe astaolism a focal point for interface with voluntary 
Standards programs. 

fee Develop guidelines for DOD participation in volun- 
fey Programs. 

Bee SNcOUurage greater participation in voluntary 
national standards programs by having DOD versonnel maintain 
active dialogue with the technical committee structure. 

4. Nominate a responsible DOD official for the board 
of directors of the American National Standards Institute. 

BSB. Encourage use of national standards in lieu of 
military specification and standards when there 1s no 
Significant advantage to DOD in the development of new 
documents. 

6. Educate engineers as to the use of commercially 
available components and products. 

The Defense Science Board Task Force on Electronic Test 
Equipment and the General Accounting Office have also pointed 


Out the potential advantages of utilizing non-Government 
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specifications and standards. Some of the major advantages 
of utilizing non-Government specifications are as follows: 

1. They are less expensive to the Government, in that 
the need for a bureaucracy to prepare and maintain standards 
1s eliminated. The various DOD and GSA activities tasked 
with maintaining standardization documents constitute a 
Sizeable budget. Any major shift toward greater utilization 
of non-Government standardization documents will ultimately 
lead to a reduction in the existing bureaucracy, which 
should lead to a reduction in operating costs. 

meee Lt will promote wider competition among industry for 
Government contracts, by eliminating the numerous restric- 
tions and conditions currently imposed by Government 
Specifications. 

S. Pe ean lead to savings in Government storage and 
Meeemcory costs through greater utilization of supplier's 
warehouses and the commercial distribution system. The 
elimination or reduction of specification requirements for 
packaging and marking for example will enhance the capabil- 
memort suppliers to directly support military field activi- 
ties, thereby resulting in reduced inventories at military 
eeeek points. 

4. It will eliminate the technology lag inherent in 
certain products acquired to meet Government specifications. 
This is especially true in the electronic test equipment 
area. The Defense Science Board Task Force on Electronic 


Test Equipment indicated that the majority of total test 
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equipment sales were being made to commercial customers 
utilizing off-the-shelf units. The Government on the other 
hand had a unique share of the test equipment market in 
that it usually procured custom units, designed to a mili- 
tary specification. In many instances, these custom units 
were obsolete in that an improved version of the unit had 
already been developed and was available to the Government. 
However, since the military eee ication used to acquire 
the test equipment had not been revised, suppliers were 
required to provide the older version of the same unit in 
accordance with the specification. This not only resulted 
in a technology lag in Government acquired test equipment, 
Mimi t also resulted in higher acquisition costs. The 
Government had basically attempted to make the market con- 
fOrm precisely to its requirements, rather than adapting to 
B@emecality of the market place. Exacting total conformity 
Peemesuppliers in accordance with outdated specifications 
inevitably creates an environment of planned obsolescence. 


There are some disadvantages in placing total reliance 


On non-Government specifications that must be recognized 


however. Some of these disadvantages are: 
ie Standardization problems may ultimately result from 
Over-reliance on non-Government specifications. When there 


are several commercial items of basically equal design 
available to the Government, a problem of standardization 
arises that is not present when Government specifications 


are used. Several slightly different commercial machines, 
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for example, may be capable of performing the same task. 

The Government, however, in attempting to stock and pro- 
vide support for these machines, would like to minimize the 
variety carried in stock. Reducing the stock variety serves 
two key purposes: (1) it reduces the need for cross refer- 
encing and cataloging within the stock system, and (2) it 
reduces the range of spare parts needed to effect repairs 

to the machine. 

2. Greater reliance on commercial products and the com- 
mercial distribution system will increase the vulnerability 
of DOD to strikes and work stoppages by trade unions and 
other work groups. By maintaining extensive inventories at 
various stock points around the world, DOD currently has a 
built-in buffer against these factors. 

Weighing the advantages against the disadvantages how- 
ever, 1t appears likely that DOD will place greater reliance 
On commercial specifications in the future. As non-Govern- 
ment standardization bodies continue to develop and become 
more adept at developing extensive standardization networks 
the overlap between commercial and Government specifications 
will increase. As a result, it will become even less cost 
effective for the DOD and other Government standardization 


agencies to maintain their present systems. 


See OVERVIEW OF THE SMALL BUSINESS COMMUNITY 
The small business community has existed as a recognized 
entity since June ll, 1942, when Congress created the 


Smaller War Plants Corporation (SWPC) / 8:15 _/. The purpose 
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of the SWPC was to mobilize small business for the wartime 
Peoaduction effort.. This organization was successful in 
diverting to small business some 60,000 contracts valued at 
almost six billion dollars / 8:16 7. Perhaps the most last- 
[Mmeemecontribution of this organization was the fact that it 
raised the consciousness of the American public and the 
Government in regard to the value of the small business 
community as a viable force in the war effort. The SWPC 

was dissolved following the war, but it was reinstituted 
during the Korean War (31 July 1951) in the form of the 
Small Defense Plant Administration (SDPA). The SDPA existed 
Popeapproximately two years (until 1953). During this 
period, SDPA achieved a less than illustrious record, but it 
did manage to keep alive the desire to establish a permanent 
organization within the Federal Government designed to tap 
the extensive resources within the small business community 
as well as assist those businesses in taking a more competi- 
tive stance within the American economy. The SDPA was 
Sememnated on 31 July 1953. On 30 July 1953, the 83rd 
Congress created the Small Business Administration (SBA) 
under P.L.-163. From the outset, the SBA differed from its 
predecessor agencies in two major areas: (1) it was created 
to be a full time organization (in peace and war) and (2) it 
was designed to serve all types of small businesses as 
Opposed to just manufacturing firms on which the SDPA had 
concentrated. At the outset, the SBA was given the power to: 


1. Make loans to small businesses. 
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2. Enter into contracts with other Government agencies 
that would be sublet to small businesses. 

3. Certify to Government acquisition officials the 
Capacity and credit of a small business firm to undertake 
aeGOvernment contract. 

4, Provide technical and managerial aids to small 
business. 

5. Evaluate the productive facilities of small business 
in relation to war and defense production. 

See encourage Government contractors to let subcontracts 
to small business. 

7. Make recommendations to appropriate Federal agencies 
to insure that an equitable and fair share of materials was 
directed toward the small business community. 

8. Cooperate with Government acquisition officials with 
tne objective of attaining complete usage of the productive 
capacity of small business. 

The role of SBA as envisioned by the Congress was to 
(1) aid, counsel, assist and protect the interests of small 
business in order to preserve free competitive enterprise 
and (2) ensure that a fair proportion of the total purchases 
fmemecontracts or subcontracts for property and services for 
the Government be placed with small business enterprises. 

At the outset, SBA represented some five million small 
businesses. In 1977, that number had grown to nine million. 
PiewcOllowing statistics will provide some indication as to 


the impact the small business community has on the nation's 


economy: 
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Small business constitutes ER a 

45% of the Gross National Product 

55% of the Labor Force 

95% of all Businesses 

50% of National Payroll 

The Small Business Act generally states that a small 

business 1S considered to be an independently owned and 
operated firm that is not dominant in the field of operations 
in which it is bidding on Government contracts. Over the 
years however, this general policy statement has evolved 
into specific size guidelines. The average number of em- 
ployees is the most common determinant of whether a business 
1s to be classified small or large. In some instances how- 
ever, gross annual receipts 1s used as the primary determi- 
Mant. Table 1 below provides a summary of the size 


guidelines set forth in DAR / 3:1-701.1 /. 


seman Y OF QUANTITATIVE DEFINITIONS OF SMALL 
Bere eo OR Eas PURPOSES OF ASSISTANCE BY SBA 


me TDUS TRY RANGE OF MAXIMUM SIZE STANDARDS 

@enstruction Receipts: Some om tO » 12 mitlion 
amnua lly 

Manufacturing Employees: 500 to 1500 (average) 

Services Receipts: Seer it ton LO s3 million 

Pransportation Employees: 500 to 1500 (average) or, 

Receipts: 25 million in certain 

categories 

Por & E Employees: 500 if not manufacturing 


Bepeecuct 

Other: Pete ateruring a product 
use the standard specific 
CO@etete LNadustry 
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Appendix B is a detailed sample of the guidelines used by 
DOD acquisition officials to make small Bei ness determina- 
tions. Although this method of determining size may not 
appear to be very representative at first glance, research 
has shown that the average number of employees is a better 
indicator of size than such economic factors as net sales, 
total assets or profits / 8:61 /. The Federal Government 
does business with a small percentage Semtneugine million 
plus small businesses in this country, but major changes in 
acquisition policy can have a significant impact on that 
portion of the small business community competing for Govern- 


ment contracts. This thesis will address the latter group. 


Bee EY OF SIGNIFICANT LITERATURE AND POLICY DOCUMENTS 

The following key documents and studies played a major 
role in the Federal Government's decision to place greater 
reliance on commercial off-the-shelf procucts. 

1. The Commission on Government Procurement 

This study group was commissioned in November 1969 

Bemotcucy the existing state of acquisition policies and 
procedures within the Federal Government. Study Group 13-A, 
commissioned on 6 January 1971, was assigned the task of 
Seemamning the acquisition of commercial goods and services 
by the Federal Government. The study was completed in 1972, 
and recommendations were made to the Congress. Blew soc el= 
mMendations of this Commission have had the most far-reaching 
implications on subsequent acquisition policies. Some of 


the key recommendations made by the Commission in regard 
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to greater use of commercial products include / 2 7: 

a. Commercial products specifications and/or 
standards should be used where possible. 

b. Greater use of commercial off-the-shelf 
products wherever possible. 

c. Development of all government standardization 
documents should be justified in advance in terms of all 
GO5rs involved in their semeloenen Seemulgation, and 
maintenance in relation to the benefits obtained. 

d. An Office of Federal Procurement Policy should 
be created to administer and coordinate the Government's 
procurement programs. 

Public Law 93-400, enacted on 30 August 1974, established 
mien Oortice of Federal Procurement Policy in the Office of 
Management and Budget, and thus was achieved one of the 
major recommendations of the COGP. OFPP commenced operating 
on 31 December 1974 and since that time has played a major 
fore 1n fPitiementivig the other recommendations of the COGP. 
2. Defense Science Board 
a, Task Force on Electronic Test Equipment 
This task force was established by DOD on 
October 25, 1974"to examine the greater use by the DOD of 
Privately developed, commercially availaple off-the-shelf 
electronic test equipment, including modification thereof, 
with the goal of achieving economy and reliability benefits 


for the several armed services and to recommend policies 


and procedures which will maximize these benefits" Le Te 
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The findings of this task force basically confirmed the 
findings and recommendations of the cocp, namely that 
greater use should be made of commercial specifications and 
commercial off-the-shelf test equipment. 
b. Task Force on Specifications and Standards 

This study group tended to disagree slightly with 
@eeegencral consensus of the COGP and the Task Force on 
Electronic Test Equipment over the cause Gf ene higher cost 
Seemaecauiring products utilizing Government specification. 
Whereas the former had labeled the existence of Government 
Specifications as a problem, the latter emphasized that the 
Specifications were useful. However, the rigid interpreta- 
tion of those specifications by Government officials and 
Se@eractors contributed significantly to the problems com- 
monly associated with Government specifications. The con- 
clusion was that Government specifications and standards 
were necessary to the DOD acquisition process, Dut costs 
associated ele Geveloping and maintaining them could be 
reduced by / 7:V-ll_/: 

(emo bemierocherng flexibility, judgement and 
Semeeractual latitude and incentives in the application of 
Egemspecifications; 

(2) DOD encouraging industry to feedback cases 
of unreasonable requirements, and recommend alternatives for 


mmipGeving the situation; 
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(3) DOD applying education, motivation, public- 
ity and leadership. to the development and application of 
specifications and standards. 

ae Cf aeerolrcyaMemorandum Of 24 May 1976 

The Office of Federal Procurement Policy responded 
to the recommendations of these major study groups by 
issuing a policy memorandum to DOD, VA, and GSA directing 
those agencies to place greater reliance on commercial off- 
the-shelf products whenever possible / 4 /. This memorandum 
set in motion the necessary stimulation required to make the 
recommendations of the COGP a reality. A chairman designated 
to head a "Buy Commercial" Task Group was appointed from OFPP 
Pmeweeasked with the responsibility for coordinating the 
efforts of the various Government agencies. This policy 
statement was Significant because it could lead to widespread 
changes in Federal Government acquisition strategy. 

4. Feceral Acquisition Bill (Senate Bill S-1264) 

This bill was introduced in the lst session of the 
Meee congress on 6 April 1977. (This bill was recently 
Memmerocucec in the 96th Congress as S$-5.) According to 
Memmsponsors (Senators Chiles and Roth), “This bill would 
consolidate and reform the 25 year old basic laws now con- 
trolling Federal contracts and replace them with a modern 
statute aimed at far more intense and innovative competition; 
a crackdown on sole-source awards; and a severe cutback on 
Specifications and regulations." / 10:3-20 / This bill 


incorporates several of the recommendations made by the COGP, 
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the most important being the implementation of a new acquisi- 
tion statutory base. 

The primary reasons given for drafting this bill 
included / 10:3-1 7: 

a. The laws controlling Federal purchasing have 
become outdated, fragmented, and needlessly inconsistent; 

ee ea er eme Meteo lave COntriburted to signifi- 
cant inefficiency, ineffectiveness, and waste in Federal 
spending; 

c. the COGP found and recommended that a new con- 
solidated statutory base was needed. 

Those aspects of the bill related to the "Buy 
Commercial" policy are discussed below: 

a. Title I. Acquisition Methods and Regulatory 
Guidance’ 

PiemelGeeror Of OFPP will be tasked with 
promulgating a single set of Federal Acquisition Regulations 
Within two years following passage of the bill. This is a 
Mayor step toward uniformity in the acquisition process, 
Since it will incorporate several aspects of the various 
Mees ition regulations currently published by the differ- 
ent agencies. OFPP will also be responsible for reviewing 
ama revising these regulations as necessary; and conducting 
Studies to determine whether Federal agencies have been 
efficient and effective in their compliance with the 


regulations. 
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OFPP will oversee a program to reduce agency 
use of detailed product specifications. This program is 
already basically underway as a result of the OFPP Memoran- 
dum issued on 24 May 1976. The intent of the Bill appears 
to be in having OFPP establish a direct specification reduc- 
tion program which would be followed by agency heads. Al- 
though agency heads will retain the authority to develop 
Sm@enuclLlize specifications, their per eoeince in the area 
of specification reduction will be assessed by OFPP and 
reported to Congress on an annual basis. 

b. Title II. Acquisition by Competitive Sealed Bids 

Miesemetioe wre De utilized for acquisitions 
costing over $10,000 where: 

(1) The product or service needed can be 
clearly defined. Current regulations require the develop- 
Seemeana Utllization of specifications if the product is to 
be acquired on a recurring basis. Under S-1264 however, the 
Utilization of functional specifications are encouraged to 
the maximum extend possible. A functional specification as 
@eerned by this Bill is: 

A description of the intended use of a product required 
by the Government. In such terms that it would not 
prevent the Government from considering alternative 
solutions to its needs or act to limit effective compe- 
@eeron. A functional specification may include a 
statement of the qualitative nature of the product re- 
quired and, when necessary, may set forth those minimum 


Sssential characteristics and standards to which such 
Meeomct Mist conform if 1t is to satisfy its intended 


use./ 10:3-2 / 
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Prior to the preparation and use of a detailed product 
specification in a purchase description, ite prior approval 
of the agency head (written justification) would be 
necessary. 

(2) A number of qualified suppliers are willing 
ee bid. 

eo nea cap cociices are available so as to 
facilitate award of a fixed price contract to a bidder 
selected. 

(4) Sufficient time is available to use the 
sealed bid process. 

GieetecepEerperty Or service to be acquired is 
fememain the U.S. 

(6) The price for the property or service has 
not been established by or pursuant to law or regulations. 
we vmebe Lite ACGGULSItiOn by Competitive 

Negotiation 
This method will be used for acquisitions in 

excess of $10,000 that have failed to meet at least one of 
the criteria for competitive sealed bids. The major impli- 
@erom in this section of S-1264 for the “Buy Commercial" 
program is the emphasis on functional specifications. Just 
as in the sealed bid process, agency heads will be required 
to justify development and utilization of detailed 
specifications. 

All of the previously discussed studies aa documents 


represent the basis for the existence of a "Buy Commercial" 
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philosophy within DOD and other Government agencies. The 
specific programs which have emerged as a result of this 
philosophy will be discussed further in subsequent chapters 


Sr ewtenas» thesis. 


E. THE COMMERCIAL COMMODITY ACQUISITION PROGRAM (CCAP) 

OFPP issued its "Buy Commercial” memorandum in recogni- 
tion of the fact that in order to change existing policy and 
practices it would be necessary to mount a unified effort 
among the three major agencies that would be most affected 
(DOD, GSA and VA). The following statement was made in 
reference to this problem: 

We fully recognize the size and complexity of this task, 
and that a uniform approach to implementation is essen- 
tial to assure a high probability of success. Therefore, 
it is requested that you designate a representative to 
participate with an OFPP sponsored interagency steering 
group to develop implementation procedures which, ulti- 
eeely, Will be coordinated with all concerned agencies 
Meer to finalization. / 4:3 / 
DOD's response to this memorandum was already in progress. 
During December 1975, DOD had issued a memorandum addressing 
the acquisition of commercial products within DOD / 1 _/. 
This memorandum was addressed to the four service branches 
and it basically underscored the need for DOD to place 
greater reliance on commercial products as a means of reduc- 
ing costs. The December 1975 memorandum further established 
a steering group to design and implement a "Buy Commercial" 
program. In January 1977, DOD issued a second memorandum, 


which introduced a pilot program entitled "Commercial 


Commodity Acquisition Program." This program was designed 
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to become the primary vehicle for coordinating the "Buy 
Sommercial” effort within DOD. The January 1977 memorandum 
also provided specific objectives and implementation guide- 
lines and basically aligned DOD's program with OFPP's 
program. In this regard, the DOD position was stated as 
follows: 

Pemes limportant to point out that while the subject pro- 

eer 1S a DOD initiative, it is also totally compatible 

with the policy statement on commercial product acquisi- 

emom and Support, which was issued by the OFPP on 24 May 

mo. / l2:l1 / 
Attachments to the January 1977 DOD CCAP implementing memo- 
mamemum included: (1) a list of products to be procured 
Meeeoin tie program, (2) objectives of the program, and (3) 
Guidelines for use during the pilot program. 

Mee cOductS AcGuUIred During the CCAP Pilot Study 
Candidate products for the pilot program were ob- 

tained from all four service branches and the Defense Logis- 
tics Agency. These candidates included: harbor tugs for the 
Army , Be mani cations equipment for the Navy, electronic test 
Seeeoment for the Marine Corps, tanker cargo aircraft for 
the Air Force and towels for DLA / 12:Attachment oa Ae These 
items were subsequently integrated into OFPP's master list- 
ing of items to be analyzed by the "Buy Commercial" pilot 


programs / 13 /. 


Moe camtzattonmal Structure of Activities Participating 
Mameses? Pilot Study 


Biewrotl ewang Organization chart depicts the lines 


MmeenOority and responsibility (unbroken lines), and the 
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lines of information flow (broken lines) envisioned at the 


eucset of the study. 


a 


CCAP Organization Chart -~--4 Congress 
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As indicated, the lines of authority reach jointly from 
Sengress and the Executive Branch to the OFPP. This unique 
organizational relationship is based on the manner in which 
OFPP was created. Although OFPP is within the OMB, which is 
maeeie Executive Branch, OFPP has a direct responsibility 
to the Congress. On an annual basis OFPP is required to re- 
port on the results of its preceding year of operations 
G@@eectly to Congress. Acting in eco Wilidoy cglisys) | gfepbere 
meemerity, OFPP can legally set acquisition policy for the 
other Government agencies. The roles of the key players in- 
volved in the CCAP below the DOD headquarters level are 
discussed below: 

a. Defense Logistics Agency (DLA) 

Headquarters DLA was assigned the task of ad-~ 
ministering and supervising the CCAP pilot study at the 
implementation level. Items to be acquired under the pilot 
program were distributed between the five Defense Supply 
Centers in Sees: daneS ieteetel a Ormal areas of acquisition 
responsibility. DLA was responsible for collecting mile- 
stone reports from each of the Supply Centers and trans-~ 
[Mheerng Progress information to higher authority. 

b. Service Branches 

At the outset of the CCAP study, eacn branch of 
the military service and DLA was responsible for submitting 
Geese Of items that could be considered as candidates for 


Mees ttion under CCAP. DLA collected and compiled all of 


@@emwecohP Candidates into a master listing, which was in turn 
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provided to the respective Defense Supply Centers for action. 


Since that time, the service branches have maintained direct 
communications with DLA in regard to their respective can- 
didates within the program. Some of the on-going communica- 
tions which have taken place between DLA and the services 
have been in the area of specification waivers. Prior to 
@eoguiring a military specification covered item utilizing 
commercial standards, DLA was required to obtain the approval 
of the cognizant service. The services have also added and 
deleted items from the original list. In the final phase 
of the CCAP study field activities will provide feedback 
information on the acceptability and quality of the products 
acquired under CCAP. 
c. Defense Supply Centers 

The five Defense Supply Centers were given the 
Meweenstbility for actually acquiring the products involved 
meumpeme CCAP Study. In carrying out this responsibility, 
they have: (1) designed and implemented acquisition strat- 
egy, (2) conducted pre-bid conferences, (3) solicited bids 
and awarded contracts, and (4) received and issued material 
acquired under the program. The five supply centers and 
their general areas of product responsibility were: 

(1) Defense Industrial Supply Center, Philadel- 
phia, Pennsylvania. Responsible for acquiring industrial 


mye@eritems, such as screw caps, nuts and bolts. 


49 





(2) Defense Personnel Support Center, Philadel- 
phia, Pennsylvania. Responsible for acquiring textile type 
products, food and medical supplies. 

(3) Defense Electronic Supply Center, Dayton, 
Smo, Responsible for acquiring electronic products. 

(4) Defense Construction Supply Center, 
Sereamous, Ohio. Responsible for acquiring construction 
Pzecucts. . 

(5) Defense General Supply Center, Richmond, 
Virginia. Responsible for acquiring general supplies such 
as food service equipment and chain saws. 

A coordinator was assigned at each of the supply centers to 
serve as a single contact point for internal and external 
inquiries. 

eee CONELACtTOLS 

SC@merierets PaGelcipating in the CCAP study were 
selected by the Defense Supply Centers in the usual manner 
 igrened Bei table bidders' lists, the Thomas Register and 
Semee nOrmal sources of contractor information. The acquisi- 
tion strategies selected by the Contracting Officers were 
subject to the usual restraints, such as Small Business Set 
Asides and Minority Business requirements. In certain 
instances, waivers of the set aside requirement were ob- 
tained in order to test the effects of totally open com- 
memmerOn upon the bidding process. Contractors were 
invited to participate in pre-bid conferences and to provide 


Meaningful feedback as a method of aiding in evaluating the 
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program. The dialogue between contractors and the Government 
is expected to continue throughout the remainder of the 
peogram. 
eecieeememtation,of the CCAP Study 
Development and implementation of CCAP can be de- 
picted by the following three phases: 
a. Phase I, Pre-Implementation, December 1975 - 
Menuary 1977 . 
(1) “Buy Commercial" policy promulgated 
(2) List of CCAP candidates generated 
(3) Responsibilities delegated to activities 
designated to participate in CCAP 
(4) CCAP implementation timetable established 
(5) Implementation instructions and objectives 
promulgated 
b. Phase II, Implementation, January 1977 - 
Bemuary 1979 
See se onmenteGr Specli£lec products to acquir- 
ing activities . 
(23) Development Se acoureweron strategies by 
acquiring activities 
pe cOlveteation/ award of CCAP contracts 
(4) Receipt and issue of material by acquiring 
activities (continues through Phase IIT) 


(5) On-going evaluation/report of problems and 


Success achieved by acquiring activities. This includes 
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contractor protests, faulty acquisition strategies and user 
dissatisfaction (continues through Phase IIT) 

(6) Issue directive at DOD level on Acquisition 
and Distribution of Commercial Products / 20 / 

c. Phase III, Post Implementation, commenced 
January 1979 

Vip? TObtarn feedback from end-users of products 
acquired under CCAP 

(2) eke vVisceesruy Commercial’ acquisition strat- 
egies as necessary 

(3) Continue receipt and issue of material at 
acquiring activity level (commenced during Phase ITI) 

(4) Continue an on-going evaluation/report of 
problems and success achieved by acquiring activities (com-~- 
menced during Phase II) 

(5) Evaluate success/failure of program and 
Bepore ©O OFPP significant findings and recommendations 

4. Problems Discovered During the CCAP Studv 

It is difficult to evaluate the overall success or 
jeemere Of the CCAP at this point, because of the lack of 
feedback information from user activities. Some trends 
have emerged at the acquisition level however, that warrant 
eieem@er C1SCUSSiOn. In order to evaluate the program at 
that level a total of thirty-three CCAP acquisitions were 
selected as a representative sample of the total population. 
Comments expressed hereafter refer to the results obtained 


from that sample. 
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As CCAP passed through the three implementation 
phases, some definite problems emerged at the acquisition 


activity level. These problems are discussed in detail 


below. 
a. Brand Name or Equal Clause 
This clause was utilized in eleven of the thirty- 
Meee CCAP acquisitions studied.- It essentially involves 


fa 


utilizing a commercially marketed product with an established 
"brand name" as the basis for a purchase description. Poten- 
tial bidders are usually required to submit samples of their 
Meeeesed products to tre contracting activity in order that 

a comparison may be made between the "brand name" product 

and the offered product. Bids are subsequently accepted 

from those firms whose products are certified to equal or 
exceed the quality of the "brand name" product. At least 

One contractor protest was submitted in conjunction with 

this clause / 14 /. The basis of the protest was that the 
moemg COntractor had offered a product that was inferior 
@emeene Orand name" product utilized in the Invitation for 
Bmeseand the contracting activity had failed to detect the 
@eeration. This would seem to indicate that contracting 
Bemeeyities must carefully scrutinize bid samples in order 

to ensure that they measure up to the "brand name" product 
Gescribed in the Invitation for Bids. Contractors submitting 
inferior products must be found non-responsive and their bids 
rejected if protests and problems are to be avoided in this 


meee From the standpoint of the contracting activity, the 
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"Brand Name or Equal" clause can be an effective strategy 
only if all parties participating in the process adhere to 
the established ground rules. Contractors who purposefully 
submit inferior bid samples coupled with technical evaluators 
who carelessly certify such samples can only serve to weaken 
the process. 
b. Commercial Market Acceptability Clause 
This clause was utilized in one out of the 

thirty-three CCAP acquisitions studied. The Government 
definition of "Commercial Market Acceptability" is as 
follows: 

Established commercial market acceptability relates to 

commercial products that are currently marketed in sub- 

stantial quantities for the general public and/or in- 

dustry. These marketed items involve commercial sales 

that predominate over Government purchases. To have 

become acceptable in the market place, products must 

Mewes oecn priced competitively and performed acceptably, 

mumereeged by a wide range of users. / 4:Attachment l / 
The reasoning behind utilizing this clause as a vehicle for 
acquiring commercial products is based on the assumption 
that the commercial marketplace will act as a filter to re- 
move those companies marketing inferior products. This 
filter will in turn reduce the Government's exposure to in-~ 
ferior products. Unlike the "Brand Name or Equal" clause, 
this clause is largely untested in the acquisition environ- 
ment. Certain interest groups speaking on behalf of the 
small business community have suggested that the "Commercial 


Market Acceptability Clause" will ultimately..work to the 


detriment of small business, because of the inherent 
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difficulty small business encounters when competing with 
larger companies for Government contracts. The Government's 
position is that the clause will not significantly alter 
the number of small businesses receiving Government con- 
tracts because of the existence of the Set Aside Program and 
other factors designed to keep the small business in compe- 
tition. An attempt was made to measure the perceived impact 
of this clause on small business sn the Small Business 
Questionnaire. The Booponeas received to this questionnaire 
are discussed in a Separate section of this paper. In the 
final analysis however, the manner in which this clause is 
used resides with the contracting activities. The manner 
in which it is interpreted (narrowly or broadly) will deter- 
mine the effects on those companies doing business with the 
Government. 

c. Purchase DeScriptions Developed by the Contract- 
Paoenctivity 

This method accounted for nine of the thirty- 

three CCAP acquisitions studied. Although no formal 
protests were submitted by participating contractors, one 
Gontractor was concerned enough to raise a controversial 
issue. This company (a small business) cbhjected to the 
Government's decision to switch from a product formerly 
Bement under a Military Specification to a product bought 
fier a Commercial market standard. This company rational- 
meeer that the commercial product was inferior to the MIL- 


SPEC product and as a result the Government would suffer a 
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loss in quality by accepting the commercial product / 15 7. 
Purchase Descriptions have been used for a number of years 
by contracting activities to acquire products for which no 
Government specification existed. The use of Purchase 
Descriptions to acquire products iS not a new concept and 
as such, does not require extensive testing. Ambiguity can 
result however, when Purchase Descriptions are too general. 
As a recourse, the contracting ee ass, gets” elo) (chokesleyel Vols 
accepting feedback from potential bidders on the clarity of 
mime Invitation for Bids, which should result in the attain-~ 
ment of a Purchase Description sufficiently clear as to 
allow contractors to bid responsively. 
d. Commercial Specifications and Standards 

Twelve of the thirty-three CCAP acquisitions 
were made utilizing commercial specifications or standards. 
This strategy enjoys the highest credibility among the 
frequent critics of Government acquisition policy. The 
Commission Slee eee Procurement, Defense Science 
Board and the General Accounting Office have all endorsed 
the increased utilization of commercial specifications as 
a viable alternative to Government specifications. For 
Ea@e contracting activities participating in CCAP however, 
Sm@eamning the approval of the user activity or specification 
preparing activity to utilize commercial specifications 
Seem proved to be a problem. In ten out of the Suir ty = 
three CCAP acquisitions studied, this was a problem. As 


an example, in the textile area the specification preparing 
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activities tended to advance the concept of some minimum 
number of launderings (usually 25) for such items as 
towels, bedsheets and undergarments as a quality measure. 
Attempts were made by the contracting activity to have this 
requirement relaxed, but the specification preparing activi- 
ties generally refused to compromise. As a result, the 
product obtained was less commercial in nature than it 
would have been had the laundering requirement been relaxed. 
This anomaly tended to introduce bias into a pilot study 
that was designed to compare acquisition of commercial 
Pree@emets tO acquisition of products obtained utilizing 
Government specifications. One specification preparing 
activity did agree to relax the laundering requirement when 
the "Market Acceptability" clause was utilized, which in- 
dicates that the specification preparing activities are 
Togically concerned about maintaining product quality either 
via a Government screening mechanism or a commercial screen- 
ing mechanism. Therefore, contracting activities must lean 
memera Greater utilization of the “Market Acceptability" 
clause or other commercial quality assurance techniques in 
order to obtain the acquiescence of the specification pre- 
paring activities on total relaxation of Government 
specification requirements. 

e. Potential Problems Raised by the Small Business 
Administration 

During the CCAP study, the Small Business Ad- 


mmememetration ralsedthe issue of the Federal Government's 
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Serer nued Commitment to small business. In a letter ad-~ 
dressed to the Office of Federal Procurement Policy, the 

SBA made the following observation about the "Buy Commercial" 
program: 


This agency supports the effort to encourage implementation 
of this policy when it is properly applicable and small 
business interests are given full consideration in the ac- 
quisition process, including the employment of set-asides 
when their criteria are met. However, the repeated émpha- 
Sis given the policy by top Government officials gives 

rise to a legitimate concern that contracting officials, 
zealously responding to the emphasis, might apply the pol- 
icy too broadly rather than with the selectivity needed to 
assure its success. Such an approach could cause them to 
inadvertently overlook the Government's preferential policy 
for small business and its attendant provision for setting 
aside procurements for exclusive small business competi- 
mon. / 16 / 


SBA's concern is based primarily on the contracting officer's 
interpretation and application of the "Buy Commercial" 
Meeesophy to future acquisition. As additional emphasis of 
this concern, SBA further states: 
Under the proposed critera, small suppliers, whose dedica- 
tion to service solely the needs of the Government has 
negated any necessity to develop commercial counterpart 
items and avenues of distribution, may be denied oppor- 
fmeeeles to bic on items they have ably supplied in the 
Beet. / 16 / 
The focal point of SBA's concern appears to be in the wording 
of the "Market Acceptability" clause, which essentially 
States that in order for a company to meet the criteria, 
more than one-half of its sales must be within the private 
sector. SBA is addressing the case of the small business 
feeeemenas COncentrated its efforts on obtaining Government 


contracts over the years, and as a result 1s not prepared 


to compete on a commercial basis. These quasi-Government 





companies, and the industries they represent, are unknown 
primarily because no Government agency maintains data on 
companies based on the percentage of business done with the 
Federal Government. Therefore, it is difficult for SBA to 
make a solid case for this constituency. DOD's response to 
the general issues raised by SBA tend to reflect a macro- 
perspective of the problem. The .chairman of the "Buy 
Commercial” Task Group expressed DOD's view via a memorandum 
which stated: 
Total purchases from small business concerns will most 
likely increase under ADCP through greater use of 
commercial outlets that are predominantly small business. 
However, initially there may be some adverse impact on 
small business manufacturers, that are exclusively or 


predominantly manufacturing products of special design, 
whenever an off-the-shelf product is available to fill 


the need at a lower total cost. / 17 _/ 

Analysis of the above statement tends to indicate that DOD 
is less concerned with the constituency that the SBA ad- 
dressed previously, and more concerned with reducing costs. 

SBA expressed more specific concerns for small 
business in a subsequent letter to the Office of Federal 
Procurement Policy /18 /. In this letter four broad areas 
were addressed as Naving a potential negative impact on 
certain segments of the small business community. 

(1) The Shifting from Government Specifications 
to Commercial Specifications. SBA reports that certain 
small businesses in the food service equipment industry are 


already experiencing severe hardship as a result of the 


shift from Government specifications to commercial 
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specifications in that area. Large businesses with "brand 
name" products are projected as the immediate benefactors, 
Since their products are generally well known and tested in 
the commercial sector. SBA's contention is that the small 
firm which has devoted all of its resources toward supplying 
products in accordance with Government specifications will 
be abruptly eliminated from competition because of the shift 
to commercial specifications. SP creer a two-year 
Meereorivum On full implementation of the "Buy Commercial" 
policy as a means of alleviating the negative impact on 
selected firms. During that two-year period, those firms 
would have the opportunity to change their mode of operation 
and hopefully become more competitive with firms marketing 
products primarily to the private sector. The Small Busi- 
ness Administration further proposed to provide special 
assistance to those firms during the two-year adjustment 
period. The question that SBA has raised in regard to shift- 
ing from Government specifications to commercial specifica- 
tions is essentially moral in nature. In essence, the 
Question can be stated as follows: Does the Federal Govern- 
ment have a moral obligation to render special consideration 
or treatment to those small businesses which have chosen to 
remain an integral part of the Defense Industrial Base, and 
1f so, to what extent? This is a complex question at best, 
m@meeeew Of the fact that an abrupt shift to a commercial 
acquisition program may provide instant positive results to 


DOD in terms of increased competition and lowered acquisition 
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costs. Delaying the implementation for two years on the 
other hand will result in a potential sacrifice of the cost 
Savings which wouiia accrue if the program were implemented 
immediately. The benefit of reduced acquisition costs, and 
increased competition must be weighed against the vossible 
cost of imposing severe hardship and possible bankruptcy on 
some unknown number of small firms who rely heavily upon 
the sale of products manufactured in accordance with Govern- 
ment specifications. 
(2) There is a lack of clarifying policy guid- 

Me@eenstoOr field level contracting activities participating 
Meech. This concern is based on the fact that SBA field 
representatives have reported some instances where field 
contracting activities requested and received permission 
from the small business representative to deviate from the 
Small Business Set Aside Program. This action reportedly 
resulted in the Government paying higher prices for the 
products and a loss of revenue to the small businesses con- 
cerned. In regard to this issue, SBA's vosition ls: 

GSA and DOD need to issue a much more affirmative policy 

Statement to their buying centers instructing them to 

feeemaue dali small Dusiness set asides and preferences 

fepem under the ADCP purchase. / 18 / 
The Small Business Administration has expressed a valid 
concern in reference to the welfare of selected segments of 
the small business community. However, in the case of the 


thirty-three CCAP acquisitions reviewed there was one in- 


stance where the Small Business Set Aside provision was 
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waived / 19:1 /. In this instance the Small Business Repre- 
sentative agreed to an unrestricted acquisition as a test 
case. By allowing the unrestricted acquisition to occur, 
the contract award was made to a large firm who bid $52,689 
less than the lowest bidding small firm / 19:2 /. No other 
evidence was discovered which would substantiate the SBA 
Meeeecion that the Small Business Set Aside Program has been 
or will be jeopardized during implementation of the "Buy 
Memm@ercial” policy. To the contrary, the "Buy Commercial" 
Task Group has addressed this problem in some detail, and 
issued the following policy statement: 

Lf there are a sufficient number of small business 


manufacturers marketing a "state-of-the-art" oroduct 
that satisfies the need at a reasonable price it should 


a: 


be set aside. / 17 _/ 
Bieemecacement would tend to indicate that DOD's commitment 
to the Small Business Set Aside program will not change 
with the implementation of the "Buy Commercial" policy. 
The Set eee Sroguam however, will warrant continual moni- 
mememe DY both DOD and SBA during the transition phase. 

CU POmeUea ization Co: the Commercial 
Memeeoution System. The DOD policy on distribution of 
commercial products as expressed ina directive is as 
Follows: 

Use commercial distribution channels in supplying 
commercial products to users when it is economicaily 
advantageous Een censoedna Ene impact on military 
readiness is acceptable. /- 2025 / 


The Small Business Administration expressed concern over 


this policy in terms of its potential effect on the small 
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business community: 

In some instances, this may actually work to the advan- 

mage OL large manufacturers because of their distribu~ _ 

Zemesntps and Ocher dispersed outlet capabilities. / 18 / 
The Small Business Administration believes that the ultimate 
effect of this policy will be a reduction in the small 
business share of the Government market, because of their 
Meret ty tO provide the Governmént with an extensive dis- 
tribution network. No hard data is available which would 
Support or deny SBA's allegation. The Small Business Ad- 
Ministration's suggestion that a study be conducted in this 
area appears to be reasonable in view of the possible impact 


on the mix of small and large businesses obtaining Govern- 


meme contracts. 
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ee woo bes OF THE SMALL BUSINESS QUESTIONNAIRE 


A. BACKGROUND AND ASSUMPTIONS 

The Government's implied hypothesis is that the "Buv 
Commercial" program will benefit the small business commu- 
nity as a whole by fostering increased competition for 
Government contracts. Discussions with officials at SBA 
headquarters and OFPP revealed that there was some concern 
among these officials for a special category of small 
businesses. These firms are characterized by the fact that 
they have developed and existed almost entirely on Govern- 
ment contracts for a substantial number of years. These 
companies, in many instances, produce products that are 
Pitas in nature to commercial off-the-shelf voroducts but, 
with one exception, are produced in accordance with Govern- 
ment specifications. As an example, there are small busi- 
nesses which produce uncershirts, towels, Worchestershire 
Sauce and various other commodities almost exclusively for 
the Government, in accordance with Government specifications. 
Since the majority of their sales are made to the Govern- 
ment, these companies usually have an organizational struc- 
ture somewhat different from that of a similar company 
competing in the commercial market place. One major differ- 
ence in the organizational structure of these Government- 
Oriented companies is the lack of a substantial commercial 


marketing or distribution capability. Companies which 
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concentrate primarily on obtaining Government contracts 

are usually more concerned with ensuring that Government 
contracting activities have a bidders' list on which the 
name of their firm appears, than they are with mounting a 
substantial marketing campaign. Therefore, these companies 
may be very competitive in terms of bidding on and receiving 
Government contracts, but they may have little or no experi- 
ence competing with firms that meee piimartiiy an the 
Private sector. Recognizing that such businesses exist, an 
effort was made by the researcher to determine who they were 
and in what industries they existed. Because no data base 
capable of yielding the desired results could be located 
within the various Federal agencies, a method was developed 
Pemeor lect and analyze data concerning this problem. 

It was reasoned that those companies which nad or were 
Dabticipating in the bidding process uncer the CCAP acquisi- 
tions would have greater firsthand Knowledge of the "Buy 
Commercial” program and its possible effects than any other 
within the small business community. As a result, it was 
assumed that the candid opinions of a sample of these firms 
would provide an answer to the research question (Will the 
small business community as a whole benefit from the Govern- 
Mene’s shift in acquisition policy from the use of Government 
Specifications and standards to the "Buy Commercial" con- 
cept?) In order to obtain a proper sample, lists of com- 


panies who had been solicited to participate in the CCAP 


bidding process were obtained from DPSC, Philadelphia, DGSC, 
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Richmond and DISC, Philadelphia (when combined, these 
activities account for more than one-half of all CCAP 
acquisitions made to date). The sample obtained was com- 
prised primarily of firms in the clothing and textile in- 
dustry, selected segments of the chemical industry and 
general hardware industry. Some 150 companies were selected 
to participate in the survey and questionnaires were mailed 


to the potential respondents in late December 1978. 


Pee QUSOLLONNALTRE DESIGN 

The questionnaire was designed to elicit the opinions 
of small businesses about themselves and about the small 
business community as a whole, taking into consideration 
eeeemajor implications of the "Buy Commercial” program. 
Questions one through four were included for the purpose of 
Seeertming a profile orf the respondents and as an aid in 
stratifying the sample. The remainder of the questions re- 
quired respondents to answer based on their own opinions. 
Therefore, any conclusions drawn from the questionnaire must 
be viewed in this light. Prior to designing the question- 
naire, 1t was anticipated that the respondents would fall 
into three major categories: (1) those firms who did no 
business with the Government, (2) those firms who did less 
meemmeaOs Of their business with the Government, and (2) 
those firms doing more than 50% of their business with the 
Government. It was hypothesized that each one might view 


the "Buy Commercial" program in a different manner, based 
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on the potential gains or losses they could discern within 


the program for their own firms. 


meee OLRATIFICATION TECHNIQUE 
Respondents within the sample were stratified into three 
groups, based on the average percentage of annual sales 
made to the Federal Government during the years 1976, 1977, 
and 1978. The following group Beene eons were assigned 
based on that stratification method: 
ie Group A 
Those small business who reported making zero sales 
to the Federal Government during the three-year veriod. 
me Group B 
Those small businesses who reported making greater 
than zero, but less than 50% of their sales to the Federal 
Government during the three-year period. 
cee Group C 
Those small businesses who reported making 50% or 
greater of their sales to the Federal Government during the 
three-year period. 
Hereafter, the respondents to the questionnaire will be 


referred to by the designations assigned above. 


PeeersSsPONSES TO THE QUESTIONNAIRE 

Out of a total of 150 questionnaires mailed out, seventy 
responses were returned. Twenty-three respondents drafted 
letters declining to respond to the questionnaire due 


primarily to a professed lack of knowledge of the "Buy 
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Commercial" program. From the forty-seven respondents com- 


pleting the questionnaire, the following distribution was 


obtained: 
Group A (zero sales to Government) --------------- 9 
Group B (up to 50% sales to Government) ---------- 28 
Group C (50% or greater sales to Government) ----- 10 


Due to the expressed research objective of maintaining re- 


spondent anonymity, no attempt was made to follow-up on 


those eighty firms which did not respond. 


eee ROFLLS OF RESPONDENTS 
Respondents were profiled within group designations as 
an aid to performing an analysis of their respective re- 


Sponses. Table I provides a summary of respondent profiles. 
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foe ANALYSIS OF THE PERCEIVED IMPACT OF THE “BUY COMMERCIAL" 
PROGRAM ON COMPETITION FOR GOVERNMENT CONTRACTS 


In examining the area of competition, the objective was 
to ascertain the perceived impact of the "Buy Commercial" 
program on competition for Government contracts within 
selected industries and the small business community as a 


whole. Two questions on the questionnaire addressed this 


“ 


eee a e 
6a. The "Buy Commercial" program will result in 
increased competition for Government contracts 
among small business. 
Soe The “Buy Commercial” program will result in 


increased competition for Government contracts 
ieimty Industry . 


Strongly No Strongly 
Agree Agree Opanton Disagree Disagree 
Ie 2 3 4 S 


Respondents were requested to indicate the extent of their 
agreement or disagreement with the above statements by 
@eeering the appropriate number. Responses to these two 
questions are contained in Table II. Overall, 77% of the 
respondents agreed that competition within the small busi- 
ness community for Government contracts would increase anc 
68% agreed that competition within their own industry would 
increase if the "Buy Commercial" program were implemented. 
Comparing the responses of Group C to those of Groups A and 
B however, revealed a significant difference. Group A and 
B firms tended to view the "Buy Commercial" program as a 
Sermmulus for increasing competition (100% for the former 


mmo 62% for the latter). Group C respondents on the other 
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hand, tended to view the competition stimulus idea less 
optimistically. Only 40% of Group C respondents thought 
that competition for Government contracts would increase, 
eerere 50% thought that it would not. The outlook of Group C 
on increased competition within their respective industries 
was even more pessimistic, approximately 60% believed that 
competition would not increase in their own industry as a 


result of the program. 


Tabi iT 


oe LHE “BUY COMMERCIAL” PROGRAM WILL RESULT IN 
INCREASED COMPETITION FOR GOVERNMENT CONTRACTS 
AMONG SMALL BUSINESS. 


6b. THE "BUY COMMERCIAL" PROGRAM WILL RESULT IN 


PiGRoASEO COMPETITION FOR GOVERNMENT CONTRACTS 
i MY INDUSTRY 


GROUP A SeROURSE): -GROUP: C TOTAL PE ReEN TE 


Response Bees Ge Mom Ga = 65 Ga 6b 6a 6b 
AGREE 9 7 Dol 4 4 36 32 77° «68 
DISAGREE 0 2 3 5 5 6 oes et 28 
NO OPINION 0 0 2 2 i 0 mec 4 
TOTAL 9 9 28 28 10 #210 #47 «47 100 


The foregoing two questions tended to confirm the Govern- 

ment's assumption that competition for Government contracts 
would increase as a result of the "Buy Commercial" program. 
some of the companies which had never before bid on Govern- 
meme contracts indicated that they would do so if the "Buy 


Commercial" program became a reality. 
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feevALYolSs OF THE PERCEIVED EFFECT OF THE ELIMINATION OF 
BevenNMENT SPECIFICATIONS ON PRICES AND PRODUCT QUALITY 


The basic Government policy in regard to pricing is to 
pay a fair and reasonable price for goods and services re- 
ceived from the private sector. As previously discussed, a 
number of critics have questioned whether the Government is 


Dayling a higher than reasonable price for goods and services 


4 


because of the existence of overly detailed Government 
Specifications and standards. The following questions 
specifically addressed the impact of Government specifica- 
tions and standards on price and quality of goods obtained 
meom the private sector. 
6c. The elimination of Government specifications will 
result in the Government obtaining lower prices 
under the "Buy Commercial" program. 
6d. I expect that my firm will lower prices to the 
Government if Government specifications are 


eliminated. 


Men The quality of the products that the Government 
receives will decline if Government specifications 
are eliminated. 


Meme tne quality of the products that I supply the 
Government will decline if Government specifica- 
tions are eliminated. 


Seong Ly No SieGone hy 
Agree AGgEee Opinion Disagree Disagree 
1 2 S 4 5 


Respondents were requested to indicate the extent of their 
agreement or disagreement with the above statements by 
Circling the appropriate number. Responses to these four 


Guestions are contained in Tables III and IIIA. 


We 






1. Group A Responses 
Group A firms overwhelmingly agreed (89%) that the 


Government would obtain lower prices overall as a result of 
eliminating Government specifications. But, on the related 
question (6d) of whether or not an individual firm would be 
able to reduce its prices as a result of the elimination of 
Government specifications the responses were evenly divided 
between "agreement" and "disagreement." This would tend to 
indicate that there is a great deal of uncertainty among 
these firms as to the impact of Government specifications on 
costs within their own operations. This is logical, in view 
of the fact that Group A firms are unaccustomed to producing 
products in accordance with Government specifications. 
Two-thirds of this group did not believe that the Government 
would receive inferior products as a result of eliminating 
Government specifications. The related question (6f) was 
also a major area of disagreement for these firms, /8% did 
not believe that the elimination of Government specifications 
would cause their own firm to supply a lower quality product. 
Again, this response must be tempered by the fact that Group 
Mertrms are presently not producing any products in accord- 
ance with Government specifications and as a result, proba- 
bly have less firsthand knowledge of specification quality 
requirements than Groups B and C. 
2. Group B Responses 
Group B firms agreed (79%) that the Government would 


obtain lower prices overall as a result of eliminating 
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Government specifications. In responding to the related 
question (6d) of whether an individual firms would lower 
its own prices as a result of the elimination of Government 
specifications, 54% agreed that they would. Seventy-five 
percent of this group did not believe that the Government 
would receive a lower quality product if specifications 
were eliminated. In responding to the related question 
Mee, 93% indicated that the quality of product their firm 


supplied would not decline if specifications were eliminated. 
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TABEER Titi 


eee neat tON OF ~GOVERNMENT SPECIFICATIONS WILL 








6c 
RESULT IN THE GOVERNMENT OBTAINING LOWER PRICES 
UNDER THE "BUY COMMERCIAL" PROGRAM. 
moe )6L 6EXPECT THAT MY FIRM WILL LOWER PRICES TO THE 
GOVERNMENT IF GOVERNMENT SPECIFICATIONS ARE 
SeuMaNATED. 
6e Diosma y Or PHk PRODUCTS THAT THE GOVERNMENT 
PEGE VES Wait DECLINE IF GOVERNMENT SPECIFICATIONS 
ARE ELIMINATED. : 
ec. BoioeOUSm LLY Or THE PRODUGIS THAT I SUPPLY THE 
GOVERNMENT WILL DECLINE IF GOVERNMENT SPECIFICATIONS 
ARE ELIMINATED. 
GROUP A GROUP B GROUP C TOTAL PERCENT 
Response se 6d 6c 6d 6c 6d chon eyo! oS 6d 
AGREE 8 4 22 eS E 7 37 ZG 79 a5 
DISAGREE i 4 4 I 2 2 akg aD 39 
NO OPINION 0 il 2 ie i 1 5 B 6 6 
TOTAL 9 9 23 28 10 10 47 47 100 
TABLE IIIA 
GROUP A GROUP B one we C TO? Alu PERCENT 
Response 6e 8) 6e On 6e Ge 6e 6f oe 6f 
AGREE 2 ft 6 i 6 5 14 i 30 is 
DISAGREE 6 au Pah 26 3 5 0g Sirs: 64 owl 
NO OPINION a 1 it a a 0 5 Z 6 4 
TOTAL g, S) 28 28 Ie 10 47 47 100 









pe Group © Responses 


Group C firms agreed (70%) that the Government would 
obtain lower prices overall by eliminating specifications. 
On the related question (6d) Group C firms indicated that 
they would lower their individual prices if Government spec- 
ifications were eliminated. However, these firms were less 
optimistic about holding the line on product quality (assum- 
ing that prices were lowered). Sixty percent indicated 
that the Government would receive a lower quality product 
Seerail, and 50% indicated that the quality of the product 
that they supplied would decline if Government specifications 
were eliminated. Some of the comments made by Group C firms 
tended to indicate that they thought they were presently 
supplying the Government with the best possible product as 
manufactured to Government specifications. They perceived 
a Significant quality sacrifice if the Government decided 
to eliminate Government specifications, price reduction 
notwithstanding. 

eeeeoverall Group Response 

Overall, 79% of the respondents tended to agree 
that the Government would obtain lower prices by eliminating 
Government specifications. More than one-half (55%) indi- 
cated that they would lower their individual prices as a 
Mesult of this policy. Only 363 believed that the overall 
product quality would decline, and an even lower percentage 
Meee Gidn't think that their particular product would 


Beeline in quality. With the exception of Group C 
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respondents who tended to view the program with consterna- 
tion, the consensus was that the Government would benefit 
from reduced prices, but would not necessarily suffer a 
concomitant degradation in product quality. The nature of 
these responses tends to confirm the findings of the Com- 
mission on Government Procurement and other groups who 
previously addressed this issue, namely that the Government 
@Beuld rely to a greater extent on SSimercial specifications 
and off-the-shelf products. 
Pee ONALYSIS OF PERCEIVED IMPACT OF THE "MARKET ACCEPTABIL-= 
may CLAUSE ON SMALL BUSINESS 

The "Market Acceptability" clause represents a new 
Seepcroach to contracting for goods and services from the 
private sector. Unlike the "Brand Name or Equal" clause, 
mous approach is largely untested. aAs a result, the effects 
on the small business community are basically unknown. In 
Beer tO make up for the lack of familiarity with this 
clause, the ESSE letter accompanying the questionnaire gave 
a@ concise definition of the clause as set forth by OFPP. 
Respondents were asked to react to the following three 


questions based on their own knowledge of the clause and/or 


the definition contained in the cover letter. 


a 






Ba . 


ZO . 


el. 


The “Market Acceptability" clause will hurt those 
small businesses whose primary customer has been 
the Federal Government, since those firms have no 
established place in the commercial market. 


Seema y No Sereng ly 
SIS S: Agree Shea! ala eral Disagree Disagree 
He 2 3 - 5 


In terms of obtaining Government contracts, do you 
believe that the "Market Acceptability” clause 
provides an advantage to (please circle the 
appropriate response and comment on the reason for 
your response). 


Small business, because 

Large business, because 

Does not provide an advantage to either 
Do you believe that the Government has an obligation 
to provide special consideration or assistance to 
those small businesses that might be hurt by the 
"Market Acceptability" clause? 


No 


Yes 





Responses to these three questions are summarized in Tables 


im, V, 


- 


and VI respectively. 
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TABLE IV 


foe LHe MARKET ACCEPTABILITY" CLAUSE WILL HURT THOSE 
SMALL BUSINESSES WHOSE PRIMARY CUSTOMER HAS BEEN 
THE FEDERAL GOVERNMENT, SINCE THOSE FIRMS HAVE NO 
Poe oetone bp PLACE IN THE COMMERCIAL MARKET. 


Response GROUP A GROUEr 5B GROUP C TOTAL PEGEGENT 


AGREE 4 16 8 28 60 

DISAGREE 3 5 “ 2 10 pil 

NO OPINION 2 7 0 9 19 

TOTAL 9 Ie 10 47 100 
TABLE V 


moe IN TERMS OF OBTAINING GOVERNMENT CONTRACTS, DO YOU 
Poo oe HAT VEE MARKET ACCEPTABILITY” CLAUSE 
PROVIDES AN ADVANTAGE TO (PLEASE CIRCLE THE APPRO- 
Petia tE RESPONSE AND COMMENT ON THE REASON FOR YOUR 


RESPONSE). 
Response GROUP A GROUP B GROUP C TOTAL PERCENT 
SMALL ; 
BUSINESS 2 7 0 9 19 
LARGE 
BUSINESS 3 3 5 16 34 
NEITHER 4 13 5 22 47 
TOTAL 9 28 10 47 100 


as 








TABLE VI 


11. DO YOU BELIEVE THAT THE GOVERNMENT HAS AN OBLIGATION 
Ome Povo say C LAL CONSTPERATION OR ASSISTANCE TO 
TiGototn nue eOotNGoonos LHAT MIGHT BE HURT BY THE 
“MARKET ACCEPTABILITY" CLAUSE? 


Response GROUP A GROUP B GROUP C TOTAL PERCENT 
YES 2 al 8 2a 45 
NO i a 2 26 55 
TOTAL 9 28 10 47 100 


1. Analysis of Group A Responses 

No clear consensus emerged among this group con- 
cerning the effects of the "Market Acceptability" clause 
on small business. Forty-four percent agreed that the 
clause would have a negative effect, but 343 thought that 
Mmeewould not (Table IV). Keeping in accord with this trend, 
Group A respondents basically perceived that neither small 
nor large businesses would gain by the clause (44%), al- 
though 34% ee cine large businesses would make gains, as 
compared to only 22% who thought that small businesses 
would gain (Table V). Group A firms were less sympathetic 
toward the plight of small businesses which might be hurt 
by the clause. Seventy-eight percent indicated that the 
Government should not render special assistance to such 
companies. Analyzing some of the comments from this group, 
the consensus seemed to be that those small Dusinesses 
unable to compete on a commercial basis should not be in 


business. 
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2. Analysis of Group B Responses 

Fifty-seven percent of Group B respondents agreed 
that the "Market Acceptability" clause would be detrimental 
to small businesses heavily involved in providing products 
to the Government. On the question of which community 
(large or small business) would gain an advantage however, 
Beeup B respondents tended to believe that the status quo 
would be maintained. A resounding 61% thought that the 
Government should not provide special assistance to those 
firms that might be hurt by the clause. 

a. Analysis of Group C Responses 

Group C firms differed significantly from Groups 
A and B on whether they would be hurt by the “Market 
Acceptability” clause. Eighty percent agreed that the 
clause would have a negative impact on their business. 
Consistent with this pessimistic outlook, Group A firms 
viewed large businesses as gaining an advantage over small 
businesses as a result of the clause (50%), while none of 
them thought that small businesses would make any gains. 
Predictably, 80% believed that the Government should pro- 
vide some form of special assistance to those companies 
hurt by the clause. Some of the specific comments made in 
this regard are listed below. 


Large businesses will gain an advantage because they 
have a greater advertising and distribution capability. 


The government should help to finance small businesses 


Semgnit in this bind, until such time that they are able 
to compete with the commercial firms on an equal basis. 


ou 






The Government should rigorously enforce the Small Busi- 

ness Set Aside Program, in order to ensure that it 

isn't compromised by over-reactive contracting officials. 
One firm gave a specific example in reference to the 
Beoching industry. 

We believe that the "Market Acceptability" clause will 

benefit big business because they have retail outlets 

capable of furnishing figures demonstrating the market 

acceptability of their shirts. We would have to have 

eample materials knit anc finished by outside concerns 

(with no idea of what the Government might accept) and 

submit these samples which would have no retail back- 

ground and demonstrated acceptability in the commercial 

market. 
The majority of the comments made by Group C firms were 
along this vein, although a small percentage (20%) thought 
that the Government had no special obligation to these 
firms, and as a result should not provide assistance beyond 
what 1S already in existence. 

feenalysis Of Overall Group Responses 
Overall, the respondents agreed that those small 

businesses relying most on Government contracts would be 
hurt by the "Market Acceptability" clause (60% agreed with 
this position). In spite of this realization however, 55% 
did not believe that the Government should give special 
consideration to those businesses. The consensus appeared 
to be that if those firms could not adjust to the new envi- 


ronment, they should be eliminated by the natural economic 


process in the commercial market place. 
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I. ANALYSIS OF THE PERCEIVED IMPACT OF THE "BRAND NAME OR 
EQUAL" CLAUSE ON SMALL BUSINESS 


The "Brand Name or Equal" acquisition method is referred 


me in DAR as follows: 


The term "brand name product" means a commercial product 
described by brand name and make or model number or 
other appropriate nomenclature by which such product is 
offered for sale to the public by the particular manu- 
Beeturer, producer or distributor. 


Brand name or equal purchase descriptions should set 
Orth those salient physical, function, or other charac- 
teristics of the referenced products which are essential 


to the needs of the Government. / 3:1-1206-2 / 
This clause is already being used by Government contracting 
activities. Therefore, 1t is assumed that the respondents 
were more familiar with it than the “Market Acceptability” 
clause. Respondents were requested to respond to the 


following question: 


feeein terms Of obtaining Government contracts, do you 
believe that the "Brand Name or Equal" concept 
provides an advantage to 
Small business, because 
Large business, because 


Newener 


The responses to the above question are summarized below: 


small business has an advantage 34% 
Large business has an advantage 23% 
Neither has an advantage 383 


In analyzing the overall responses there is not a clear-cut 
consensus in either direction. It appears however, that 
the respondents tended to view the clause in either a 


neutral sense or as a slight edge in favor of small business. 
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Groups A and B commented that "the small businesses would 
benefit only if the Government established and maintained 

a broad definition of equality between products. Narrow 
interpretation of equality would tend to bias contract 
award in favor of large business, since they possessed the 
Majority of brand name products." Group C respondents to 
the contrary, tended to view large businesses as having the 
advantage by a sizeable margin. Only 10% of this group saw 
small business as having an advantage, whereas 60% viewed 
large business as the benefactor. Group C respondents also 
tended to believe that big companies marketed most of the 
Drand name products, and as a result, this would give them 
an edge in the bidding process, notwithstanding the fact 
that a small business may be capable of proving its non- 
brand name product equal to the brand name product. In 
comparing the outlook of the groups toward the "Brand Name 
Seeegual” clause with the “Market Acceptability” clause, it 
appears that the latter has less credibility with the small 
business respondents. Only 19% of the respondents thought 
that the "Market Acceptability" clause would provide an 
advantage to small business, whereas 34% thought that the 
"Brand Name or Equal" clause would provide such an advan- 
tage. This difference may be attributable to the lack of 
familiarity the respondents have with the "Market Accepta- 
bility" clause, but it may also be due to the wording of the 
"Market Acceptability" clause which seems to favor large 


mosiness. 
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fee GNALYSTS OF THE PERCEIVED OVERALL IMPACT OF THE "BUY 
COMMERCIAL" PROGRAM ON SMALL BUSINESS 


in Onraer to awaieke the overall perceived impact of 
the program, four specific questions were directed toward 
that end. It was reasoned that the responses to these four 
questions when combined with the responses to prior ques- 
tions, would provide an overall outlook on the program from 
the perspective of the small Sas URSSSaA. The following 
four questions were considered relevant to this approach. 


6g. Overall, the small business community will benefit 
from the "Buy Commercial" program. 


6h. My firm will benefit from the "Buy Commercial" 


program. 
Seong ly No Strongly 
Eores Spgs} Oho hRe beep! Disagree Disagree 
a Zz 3 1 5 
y If the "Buy Commercial" program becomes law, what 


do you perceive its impact will be on your share 
of the Federal Government contract market? 


Increase 

Decrease 

No Change 

.. How do you think the "Buy Commercial" program will 

affect the mx of small and large businesses 
currently obtaining Government contracts? 

Small business will receive a larger share 

Large business will receive a larger share 

No Change 


The responses to the above questions are summarized in 


Mepoles VII and VIII. 
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TABLE Vir 


6g. OVERALL, THE SMALL BUSINESS COMMUNITY WILL BENEFIT 
FROM THE "BUY COMMERCIAL" PROGRAM. 


Oa. MY FIRM WILL BENEFIT FROM THE "BUY COMMERCIAL" 


PROGRAM 
GROUP A GROUP B GROUP C TOTAL § PERCENT 
Response _6g 6h 6g. 6h 6g 6h 6g 6h 6g 6h 
AGREE 6 2 on ic cco sn ict) 53 
DISAGREE 2 i) ¢ 8 «é a 17 eecr 36 
NO OPINION 1 4 ae 1 0 3 § eel 
TOTAL 9 9 28 28 #10 #210 #47 «47 100 


Pay Lo 


7. IF THE "BUY COMMERCIAL" PROGRAM BECOMES LAW, WHAT DO 
moO erErentiVE £75 IMPACT WELL BE ON YOUR SHARE OF 
THE FEDERAL GOVERNMENT CONTRACT MARKET? 


8. THE "BUY COMMERCIAL" PROGRAM WILL CAUSE SMALL 
BUSINESS SHARE OF GOVERNMENT CONTRACTS TO 


GROUP A GROUP 8B SROUPS C AO ley Je vahs aq G@ce ak 
Response Y. 8 7 8 7 8 As 7 8 
INCREASE 8 5 JL) i 1 Ie ie ees Somes 
DECREASE 0 AE yi y 6 i m3 15 23 2 
NO CHANGE 6 3 8 9 3 2 17 14 B10, 
TOTAL a 9 Zon 28 Jol 386 47 47 100 
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Ze oie wsls Or vonOup A Responses 


Sixty-seven percent of Group A respondents agreed 
that the "Buy Commercial" program would benefit the small 
business community, but less than one-half (44%) thought 
that it would benefit their firm personally. In responding 
to what the program might mean to the share of the Govern- 
ment market which small businesses presently howd, 55% 
thought that the small business share of the market would 
increase, as compared to just 34% who thought their own 
Share of the market would increase. Sixty-six percent 
thought that their own share of the Government market would 
not change. The 34% agreement factor is significant, in 
view of the fact that Group A respondents either by design 
or change, are currently not participating in the Government 
Semetacts market. This is an indication that those firms 
plan to enter the market if the "Buy Commercial" policy is 
adopted. This of course would satisfy one of the main ob- 
jectives of the Federal Government (an increase in 
competition). 

mee aiialysis of Group B Responses 

Seventy-five percent of Group B respondents agreed 
that the small business community would benefit from the 
"Buy Commercial" program, while another 638% thought that 
their own firm would benefit directly. Forty-six percent 
of this group believed that the small business share of the 
Government contract market would increase, while only 25% 


thought that it would decrease. On the whole, this group 


87 






tended to be more optimistic about increasing their own 
share of the market than Groups A or Cc. This difference 
in outlook may be attributed to the unique position that 
Group B occupies in the Government and commercial contracts 
market. They already have the expertise required to obtain 
Government contracts, whereas Group A firms do not. Group 
B firms also qualify under the "Market Acceptability" 
clause, whereas Group C firms do not, therefore Group B 
firms have an advantage in flexibility, in that they can 
move more freely between the Government and commercial mar- 
kets without making major investments or organizational 
changes. 
fee onalvsis of Group C Responses 

Group C respondents tended to maintain the general 
pessimistic outlook noted in their previous responses. For 
example, 60% thought that the small business community 
would not benefit from the "Buy Commercial" program, and 
Mem indicated that their firm would not benefit directly. 
Regarding the issue of market share, 70% thought that small 
business share of the Government contract market would be 
reduced as a result of the program. Only 10% believed 
that an increase would occur. 

4, Overall Analysis of Responses 

Overall, the respondents agreed (64%) that the 
small business community would benefit from the "Buy Com- 
mercial" program. Another 53% thought that their firm 


would benefit directly. In regard to market snare, 68% 
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thought that small business share of the market would 
either remain the same or increase and 72% thought that 
their own share of the market would remain the same or in- 
crease. With the exception of Group C, the respondents 


expressed an optimistic outlook toward the program as a 


whole. 
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IV. -CONCLUSIONS AND RECOMMENDATIONS 


ee )=63CONCLUSIONS 

In order to fully answer the research questions posed 
earlier, it was necessary to review the positions and 
Opinions of those groups directly involved with the program. 
DOD was selected as the Pee aeanene ve Government agency 
because of the size of their acquisition budget ($99.8 
billion during FY 1978) / 1:485 / and because of the "Buy 
Commercial” pilot program (CCAP) which was being conducted 
by the Defense Logistics Agency. The opinions of the SBA 
and a selected cadre of small businesses were also sampled 
in order to determine their perception of the program. 
Overall, 63% of the small businesses sampled thought that 
the “Buy Commercial" program would Benge: t the small busi- 
ness community (Table VII). The major exception to this 
general consensus was expressed by those small firms cur- 
rently doing morethan half their business with the Govern- 
ment (Group C respondents). Group C firms were heavily 
involved with producing custom built products to Government 
M~etettications. As a result, their perception of the "Buy 
Commercial" program tended to be less optimistic than the 
outlook of Groups A and B. For example, only 30% of Group 
C respondents thought that the small business community 
would benefit from the "Buy Commercial" program. eueup, © 


respondents were also more in favor of Federal Government 
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assistance to small businesses than Groups A and B. For 
example, 80% of Group C respondents thought that the Govern- 
ment should provide some form of special assistance, as com- 
pared to 20% for Group A and 40% for Group B (Table VI). 
Based on the responses obtained it can be concluded that 
the Group C firms view the "Buy Commercial" program as a 
M@eeat to their existence. The potential elimination of 
Government specifications combined with the advent of the 
“Market Acceptability" clause has contributed to their under- 
lying attitude of pessimism. Those Group C firms that are 
unable to compete with the commercially oriented firms may 
indeed face a bleak financial future if the “Buy Commercial" 
program is applied rigorously throughout the Federal Govern- 
ment acquisition process. Sixty percent of all firms re- 
Sponding thought that the "Market Acceptability" clause would 
hurt Group C firms (Table IV). The Small Business Adminis- 
tration expressed similar concern for these firms ina 
letter to OFPP (US Finally, DOD recognized the problem 
in a memorandum issued by the Chairman of the "Buy Commer- 
cial" Task Group / 17 _/. There is agreement then among 
government officials and small businesses responding to the 
questionnaire that Group C firms will experience some dif- 
ficulty. However, the same agreement does not exist in 
terms of proposed solutions to the problem. Proposals for 
coping with the problem have ranged from imposing a two-year 
Moratorium on implementation of the program / 18 /, to 


providing some form of financial assistance to affected 
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Errms (suggested by some of the respondents to the question- 
naire), to taking no action whatsoever. Which, if any, of 
these proposals the Government may select will undoubtedly 
depend upon the facts which are presented in support of the 
various positions. 

From the Government's point of view, the "Buy Commercial" 
program has the potential to meet all of its desired objec- 
tives. As supported by the responses to the questionnaire, 
the program will probably result in increased competition 
for Government contracts, and lower prices without a major 
Sacrifice in quality. For these reasons, the program should 
be implemented at the earliest possible date. Specific 
problems involving Group C firms will emerge as the program 
Zeemmolemented, but until such time, it will be difficult 
to Ee lop a Single approach for handling them. A specific 
recommendation for coping with this dilemma is contained in 
the recommendations co Chiro Eves s - 

At this point, it is useful to readdress the research 
questions which were set forth at the outset of the thesis. 
For edification purposes, each question will be repeated and 
addressed separately. 

IT. Will the small_business community, as a whole, 
benefit from the Government's shift in acquisition policy 
from the use of Government specifications and standards to 
mae Buy Commercial" concept? 

IMmOneCGheGOuprOperly address this question, it is 


—_ 


necessary to stratify the small business community along the 
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lines indicated in Chapter III of this thesis. As a whole, 
it appears likely that the small business community will 
benefit, in that more small firms will be encouraged to 
compete for Government contracts. However, those small 
firms that rely on Government contracts for more than half 
of their revenue will probably incur financial setbacks as 

a result of commercial firms offering off-the-shelf products 
at a lower price. 

2. If a negative effect will result, what are the 
characteristics of such an effect? 

As discussed above, those firms that rely on Govern- 
ment contracts for more than half of their revenue will be 
negatively affected by the program. 

3. What modifications to the current "Buy Commercial" 
policy could be made in order to enhance accomplishment of 
the policy's objectives relative to the small business com- 
munity and the Federal Government? 

Given that the objectives of the program are to 
reduce costs, increase competition and reduce the prolifera- 
tion of Government specifications, the "Market Acceptability" 
criteria should be reworded so as not to exclude firms which 
market products primarily to the Government. To do other- 
wise would be to restrict competition. More specific 
recommendations for enhancing the "Buy Commercial" policy 


me cOntained in the Recommendations section of this thesis. 
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B. RECOMMENDATIONS 
Pee tvemonee Make an Cltorte to identify those small 

firms that might suffer major financial setbacks as a result 
of the "Buy Commercial" program. The following specific 
steps could be taken to make this recommendation a reality. 

a. The Small Business Administration or some other 
Government agency should develop and maintain a data file 
of small businesses doing business with the Federal Govern- 
Memt. This file should be capable of yielding a listing of 
small businesses stratified by industry and percentage of 
Sales made to the Government during the preceding year. By 
accessing this file, SBA or any other interested party or 
agency could extract a listing of firms based on the percent- 
age of sales made to the Government. Presently, SBA and 
other Government agencies are unable to determine the 
Specific firms and industries which might be negatively 
affected by the "Buy Commercial" program, because there is 
no existing aoe base capable of providing that information. 

b. The Small Business Administration should solicit 
comments from small businesses on the "Buy Commercial" 
Beogram by: (1) conducting a survey similar to the survey 
contained within this thesis and (2) placing an advertise- 
ment in the Commerce Business Daily requesting comments on 
the program from small firms. 

The rationale for taking the above courses of action 


is to be able to establish and project an identifiable small 


business constituency within the larger small business 
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community. In the absence of an identifiable constituency, 
it is easy for the needs and problems of rl Gaoups “Of 
firms to become submerged in the interest of the majority. 
This appears to be the case with the "Buy Commercial" 
program. 

2. That OFPP redefine "Commercial Market Acceptability" 
SO make it applicable not only to those firms which have 
Substantial commercial sales, but also to those firms which 
have substantial Government sales. It is noted that the 
Meeeenstruction 5000.37 (Acquisition and Distribution of 
Commercial Products) does make such a provision for those 
small firms who do not market products to the private sector. 
As indicated earlier in this thesis, there is a substantial 
humber of small firms who have supplied the Government with 
products over the years, while neglecting to develop a cadre 
of commercial customers. Many of these firms are capable 
and competitive, providing they are not eliminated from bid- 
ding by the "Market Feeepenpility jeriteria. In order to 
emphasize the Government's continued commitment to the small 
firms discussed above, the OFPP should address this issue 
Specifically in an updated version of the 24 May 1976 
Policy Memorandum. 

3. As the "Buy Commercial" program is implemented 
throughout the Federal Government, the Small Business Set 
Aside program should be carefully monitored in order to 
ensure that the small business share of eee tent Comeracts 


do not decrease. With the high level emphasis on buying 
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more commercial products, there is a possibility that con- 
tracting activities may emphasize "Buy Commercial" at the 
expense of small business set asides. Alertness on the 
part of the SBA and small business representatives at con- 
tracting activities can play a major role in ensuring that 
the Set Aside program remains viable. 

4. The Small Business Administration should develop a 
Semeingency plan for providing advisory and financial 
assistance to firms which may be negatively impacted by 
the “Buy Commercial" program. There is general agreement 
between DOD, SBA, OFPP and the small business community 
that those small firms which are most dependent on Govern- 
ment contracts will be negatively affected by the "Buy Com- 
Mexrcial’ program. Since the number of potential firms 
involved and the extent of the potential damage is unknown, 
it would be beneficial to all concerned if the contingency 
plan were developed at the earliest practicable date. This 
plan could later be modified to cope with whatever specific 
problems developed. This approach is an alternative to 
SBA's recommenation to delay implementation of the "Buy 
Commercial” program for two years, because it allows the 
Government to immediately reap the benefit of buying com- 
Mercial products while protecting the interest of those 
small businesses negatively impacted by the program. [In 
an era of ever decreasing buying power, the Government can 


iil afford to delay implementing any program which offers 
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a potential major cost savings. At the same time however, 
long time commitments to the small business community 


SmOuld not be sacrificed. 


on 





APPENDIX A 


LT Willie Woods, SC, USN 
SMC #1061 
Usse Naval Postgraduate School 
Monterey, California 93940 
22 December 1978 
President or General Manager: 
Bear Sir: 

I am a student in the Acquisition/Contract Management 
Graduate Education program at the Naval Postgraduate School, 
Monterey, California. I am presently engaged in a research 
project designed to determine the potential impact of the 
Federal Government's "Buy Commercial" program on selected 
Segments Of the small business community. I am specifi- 
cally interested in this program from a Department of De- 
fense perspective. Your firm was selected as a participant 
in this study from a government-maintained bidder's list. 
Several other firms in your industry were also chosen, 
along with firms from other non-related industries. The 
Meets Of this study will be distributed to the Small Busi- 
ness Administration and Defense Logistics Agency Head- 
Quarters. The identity of your firm and your responses to 
this survey will be held in confidence and no attempts will 
be made to identify any individual firms. Your honest and 
Meera response to questions contained in the survey will 


determine the ultimate value of the study. Thank you for 


m@ue participation. 
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BSeyOu May sor May mot Know, the Office of Federal Pro- 
curement Policy issued the following directive to Government 
agencies in May 1976: "The Government will purchase com- 
mercial off-the-shelf products when such products will 
adequately serve the Government's requirements, provided 
such products have an established commercial market accept- 
ability. The Government will utilize commercial distribu- 
tion channels in supplying commercial products to its users." 
In response to this policy, in late 1976 the Department of 
Defense (DOD) initiated a pilot program designed to determine 
the feasibility of implementing the policy on a DOD-wide 
basis. This pilot program was dubbed "Commercial Commodity 
Acquisition Program" (CCAP) and it is scheduled to terminate 
in late 1978. Under the CCAP program, Federal and military 
Specifications are to be waived and items are to be procured 
Mega zing commercial specifications and standards. Your 
firm may have already competed for one of these contracts, 
in which case you are probably very familiar with the de- 
tails of the program. 

The enclosed survey is designed to elicit your response 
tO the program both in terms of your own firm and in terms 
of the small business community as a whole. One of the con- 
troversial clauses in the "Buy Commercial” program is the 
"Market Acceptability Clause", which is quoted below. [In 
Meemevent that you are not familiar with the program, the 
following definition may be used as a basis for your re- 


sponse to the pertinent questions on the survey. 
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"Established commercial market acceptability relates to 
commercial products that are currently marketed in sub- 
Stantial quantities for the general public and/or industry. 
These marketed items involve commercial sales that predomi- 
nate over Government purchases. To have become acceptable 
in the market place, products must have been priced competi- 
tively and performed acceptably, as judged by a wide range 
of users." 

Upon completion of the enclosed survey, please return it 
in the enclosed self addressed/postage paid envelope. fThe 
results of this study will be tabulated and analyzed during 
February and March 1979, therefore it 1s requested that you 
complete and return the survey by 30 January 1979. 

If any questions of interpretation arise, please phone 
me at (408) 384-7004. 


Sincerely, 


W. E. WOODS 
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mecase respond candidly to each question on this survey. 
If there is insufficient Space for your response on the 
front of this form, please continue responses on the reverse. 
You may raise and answer any additional questions that you 
consider pertinent by attaching an addendum to this survey. 
The term "Government" on this survey refers to the "Federal 
Government" only. . 
1. Please state whether your firm is a "Small" or "Large" 
Business in terms of bidding on Federal Government contracts 
(circle the correct response). 

a. Small business c. Minority Business 

b. Large business 
2. What are the primary types of products that your firm 
sells to the Government (e.g. T-shirts, cotton gloves, 
leather gloves, towels, sodium chloride, etc.) 

a. 

b. 

eC. 
3. Please list your approximate total sales during the 


following years (in thousand of dollars): 


a. 1976: 
oe no 77: 
CG. 1978: 


Tou 





4, What percentage of your total annual sales (approximately) 


were made to the Government during the following years: 


a. 1976 
2. or] 7 
ee 1978 


5. How familiar are you with the Federal Government's "Buy 


Commercial" peeean? 

a. Never heard of it prior to this survey 

b. I am aware of the program, but I am not familiar 
with the details of the program 

c. Iam very familiar with the program in that I nave 
read literature on the subject or received briefings on it 


feel have OF am Currently participating in the program 
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6. The following opinions and attitudes have been expressed 
about the "Buy Commercial" program. Based on the brief 
description in the cover letter or your knowledge of the 
program, please indicate the extend to which you agree or 
disagree with the following statements (please circle the 


appropriate number following each statement). 


oTRONGLY 
AGREE 
AGREE 

NO 
OPINION 
DISAGREE 
oTRONGLY 
DISAGREE 


a. The program will result 
in increased competition 
for Government contracts 
among small business 


} 
ho 
ey) 
x= 
Oy 


b. The program will result aE Zz 3 4 5 
in increased competition 

for Government contracts 

miemy industry 


Eeeetae Climination of 1 Z 3 4 5 
Government specifications 

will result in the 

Government obtaining 

lower prices under this 

program 


feeieexpect that my firm 1 2 3 4 5 
will lower prices to the 

Government if Government 

Specificaticns are 

eliminated 


e. The quality of the iL Z & 4 
products that the Govern- 

ment receives will 

decline 1f£ Government 

Specifications are 

eliminated 


Un 


sO) 





STRONGLY 
AGREE 
AGREE 

NO 
OPINION 
DISAGREE 
STRONGLY 
DISAGREE 


LJ 
ne 
ui 


Geeone quality of the products l 2 
that I supply the Govern- 
Ment will decline if 
Government specifications 
are eliminated 


g. Overall, the small busi- i @ 3 i S 
ness community will 
benefit from this 
program 


oeeriy firms will benefit as 2 g 4 5 
from this program 


Meeoe "Market Acceptability" 1 Z 3 4 = 

efause will hurt those 

small businesses whose 

primary customer has been 

the Federal Government, 

Since these firms have 

no established place in 

the commercial market 
7. If the "Buy Commercial" program becomes law, what do you 
perceive its impact will be on your share of the Federal 
Government contract market (please circle the appropriate 


response, and comment on the reason for your response) 


a. I expect my share of the market to increase, because: 
b. I expect my share of the market to decrease, because: 


fee £ do not expect my share of the market to change, 


because: 
8. How do you think the "Buy Commercial" program will 
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affect the mix of small and large businesses currently ob- 
taining Government:-contracts (please circle the appropriate 
response, and comment on the reason for your response) 

a. I believe that small businesses will receive a leecem 


Share of the Government market, because: 


b. I believe that large businesses will receive a larger 


Share of the Government market, because: 


Smee cCOn’'t believe that the program will significantly 
alter the present mix of small and large businesses obtain- 


ing Federal Government contracts, because: 


9. In terms of obtaining Government contracts, do you 
believe that the "Brand Name or Equal" concept provides an 
Meeeneage to (please circle the appropriate response and 
comment on the reason for your response) 


a. Small business, because: 
b. Large business, because: 
c. Does not provide an advantage to either 


10. In terms of obtaining Government contracts, do you 
believe that the *Market Acceptability" clause provides an 
advantage to (please circle the appropriate response and 


comment on the reason for your response) 
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a. Small business, because: 
b. Large business, because: 
c. Does not provide an advantage to either 


ll. Do you believe that the Federal Government has an obliga- 
tion to provide special consideration or assistance to those 
small businesses that might be hurt by the "Market Accept- 
ability” clause: 

a. No, Since I don't believe that the clause will hurt the 
small business community. 

b. Yes, I believe that the Government does have an obliga- 
tion to provide assistance to small businesses (please 


specify the type of assistance you deem necessary). 
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APPENDIX B 
1 JULY 1976 1:111 


GENERAL PROVISIONS 


Clasai- Employment Sise 
foation Standard (Number 
Code Industry of Employees) °® 


MAJOR GROUP 20—FOOD AND KINDRED PRODUCTS 
2026 Milk, fluid aa ra ce paneer ee eee ee 900 


oe ICE peo e | ee a a 1000 
oer Oeremleprememascetogns oo ee eee 1000 
mre WV Ctm@ern Smmming — ees ee eee 750 
Mur ee @ookiewmanc crackers, — 222... 5 eee ee een ue 750 
RermeOMyeeSUgAE refining, —...282 4. .-.............-.-....-......-.—..—.. 750 
RCP Ce ip ae ee 8 ee en ee en ee ene 750 
2076 Vegetable oi! mills, except cottonseed and soybean ____-----___---__-__ 1000 
2079 Shortening, table oils, margarine and other edible fats and oils, not else 
Ree 2S Oca, ae ee 5 a me a ce -ea 750 
2085 Distilled, rectified, and blended liquors _-.-...--+__-.----.----_-----_-- 750 
MAJOR GROUP 21—TOBACCO MANUFACTURERS 
IE Oe CURB os ee a et 1000 
MAJOR GROUP 22—TEXTILE MILL PRODUCTS 
pot Broad woven [fapric mills, cotton _....___...______..____.-...-_______ 1000 
P26) Finishers of broad woven fabrics of cotton ......_..._..........-..._.- 1000 
Seen) Gvenmeatvetseand ruighee =. = 2 750 
pam abu, not Truoperized 2. -___.---....--—.-.-......................~ 1000 
Re remeord SNGEtaOTic sae eeees. === 22 22-222 .------~---- 1000 
MAJOR GROUP 28—PAPER AND ALLIED PRODUCTS 
aT am ty es eee eee ee no eee. --...- 750 
pao Fader millsmexceptebuilding Paper mills ._......_-................--—.. 750 
REE Oe ODOM TOlgmny OR 2 oe ene 750 
meee Pressed and molded pulp goods __.-___.___._.__.-__.__.__-___-._.-..---.- 750 
Pee SBMitary 1000 Cconthinene, ©. ._....-....--.-..-.-...-___.__-._-..---. 750 
feol Building paper and ouilding board mills -.-.......~-......-....-... 750 
MAJOR GROUP 28—CHEMICALS AND ALLIED PRODUCTS 
eonnes said COlorime |... --....--_--.--..--..---..........-..... 1000 
Re TICO@SLT) G leOCRe oe 8 eee 1000 
Mem inorzanic Olgments.—___-_-.2.-__-__-_-.-....-.-_------__---.—-~.--.-— 1000 
2319 Industrial inorganic chemicals, not elsewhere classified _..-_.-._____- 1900 
2821 Plastics materials, synethtic resins, and nonvulcanizable elastomers _.._. 75 
2822 Synthetic rubber (vulcanizable elastomers) ~--_-.-..--_--.-..--.-___-. 1000 
mae Cellulose man-made fibers -....._...-.-..-........--.-.~....--.-....- 1000 
2824 aera OEwanic bers exceot cellulosic .................-.......... 1000 
2833 edicinal chemicals and dotanical products _..-___-____--_-- 750 
eae: oermaceutical preparations —....................--.--.....--...-_~- 750 
2841 Soap and other detergents, except specialty cleaners -__.----_------~_- 750 
2865 Cyclic (coal tar) crudes and cyclic intermediates, dyes, and organic 
Pietrentsmeq eee, and toners) —..__.._.......-...-...----.----.-- 750 
2869 Industrial organic chemicals, not elsewhere classified _-._____-_.--_-____ 1000 
eee Nitcrosenous tertilizers 2~-.._._..__...._-___._ 9 __-_____________.___ 1000 
I a OA i ee ee eee 750 


MAJOR GROUP 29-—PETROLEUM REFINING AND 
RELATED INDUSTRIES*** 


voc, »spnaelt feltarand codtings ........_._...._.._._._.________________________ 750 


MAJOR GROUP 30—RUBBER AND MISCELLANEOUS 
PLASTICS PRODUCTS 


bem lireg and innertubes ___....._..........____..............____-_-- ~~ 1000 
30111 Passenger car and motorcycle pneumatic tires (casings) °**** 

30112 Truck and bus (and otf-the-road) pneumatic tires**** 

meer ruben and plastics footwear ...............-.......-.-.-...-......-. 1000 
RE OG GimGdm TUDRST 222 -oee Le 750 


See footnotes at end of list. 
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GENERAL PROVISIONS 
Classt- Employment Size 
fieation Standard (Number 
Code Industry of Employees) * 


MAJOR GROUP 32—STONE, CLAY, GLASS AND CONCRETE PRODUCTS 


fel ed iO a ee 
DN EMIS py LELG, Gi RT 6 Ta a 
3229 Pressed and blown glass and glassware, not elsewhere classified ___.___-_ 
Poe Ccomenimndramiicwmeee =) en en -- - e----- 
3261 Vitreous china plumbing fixtures and cnina and earthenware fittings and 


BEmnGgon) saCCeSsOmeS —-.—...2.....--.--...-----..--.......24--.-- 
Pam OG mums ynodder Ss 2 ene ne ene een 
Ben Sesto aenenauces 2225. 2 ee + 
Sovo Mineral wool —.-2._....._....._-.. SL A ae a 
3297 Nonclay refractories _......-..----.-- ew oa 


MAJOR GROUP 33--PRIMARY METAL INDUSTRIES 


3312 Blast furnaces (including coke ovens), steel works, and rolling mills ____ 
Dolome leccmomecaiiireies! Oroducts 9299) oe 
3315 Steel wire drawing and steel nails and spikes _.-._---...-_._._-_---_- 
Salome Glamcolea snectmatrip ang Oars 22. 22  -- .-..__......-...._.....--... 
Pie COC HEU OCR Aticmr eGR M2 a oes oe e+ .- 
Boole rimary smelting and refining of copper —............_........_--... 
Suac -rimiary smeltime and refining ot lead _....._..._._....._....._._...._... 
oss o Primary smelting ana retinine of Zinc .._..__...................--..-— 
Sosoee Cie onoeection= or aluminum 2 =. 2 2222 -__._.._.-..-...-____-- 
3339 Primary smelting and refining of nonferrous metals, not elsewhere 


OS on ena ee eo eee a 
Scoleolimemarawing sand extruding Of copper ........._..............- 
Doom Uni nie sneec pl atesand 10152... -.........5- -.------.-.--...--. 
Bu lamer Winimem “extludea produces. _._.---_._-§....--..--.-....~.--.--..-.- 


3355 Aluminum rolling and drawing, not elsewhere classified ..___.___.____- 
3356 Rolling, drawing, and extruding of nonferrous metals, except copper and 
culbics coh ya. em SS ee a 
deo) Drawing “sna insulating, of nonferrous wire —___._..._._._._....____- 
Boe mec areneal sreating 222). 3 -_-_----_-_- 
3399 Primary metal industries, not elsewhere classified .._.__..__...______-.-_ 


MAJOR GROUP 34—FABRICATED METAL PRODUCTS, EXCEPT 
MACHINERY AND TRANSPORTATION EQUIPMENT 


ics Meanie ee ee ee -____-_____ 
3431 Enameled iron and metal sanitary ware ..__.-__._-.-_-..-.---.--. —_- 
3482 Smal! arms UMA Chl a 
3483 Ammunition except for small arms, not elsewhere classified _....._____ 
ees mee UiYi al ea ele 9 ee ee ee eee a ne nee we ee 


MAJOR GROUP 35—MACHINERY, EXCEPT ELECTRICAL 


3511 Steam, gas, and hydraulic turbines; and turbine-generator set units _- 
3519 Internal combustion engines, not elsewhere classified _.._.__.__.-_-____ 
go31 Construction machinery and equipment —....___.-..--.--..._.-....-._- 
3537 Industrial trucks, tractors, trailers and stackers _..-_.--__._._.__.__-_- - 
Pope me oalimancerdlier Weanimnpet 2... 0... -.-.-2...-..-....---.-_-....__-. 
aie ee ewicice T5 gee eemeetee e 


Wo Omee -ewionicsecmignting equipment —_..---2_._________......-._-..---_-- 
3574 Calculating and accounting machines, except electronic computing equip- 
MOY a 
3585 Air conditioning and warm air heating equipment and commercial and 
iIndustri@i, relrigeration caWipmeéent .............-.~.--..----....-.~- 


See footnotes at end of list. 
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GENERAL PROVISIONS | 


Tmployment Sise 
ficatton Standard (Number 
Code Industry of Employees) * 


MAJOR GROUP 36--ELECTRICAL AND ELECTRONIC 
MACHINERY, EQUIPMENT, AND SUPPLIES 


3612 Power, distribution, and specialty transformers ~___..-._-_...-..--_.-- 750 
So1a switchgear and switchboard apparatus ............-..-.--.---_--...~- 750 
Seemeenocors*and wenerators 2) _______...._......................—.....-- 1000 
RRM SESia ee COULEOIN, 22222225 eee nse. 750 
Me a ead) CT apn IteMDlOdMC (SB ee aeons nae 750 
Seremerousenold cooking equipment --__._-..-.....-.~-_..-....-..-.--.--.-- 750 
3632 Housenold refrigerators and home and farm freezers ___.-._.___-______ 1000 
Me omsenold laindry equipment, 222 22-______._-2-___...~-..--..----~~. 1000 
mueameelectric Nnousewares and fans __..__._....____.-.._.._.-.--.--.-.-____ 750 
mao tousenold vacuum cleaners __.__.____._..__.____.______________~___..-.__. 750 
REE ACI INCR 22022-38389 750 
RI CMG OR ee ee 8 ee eee. 1000 
3651 Radio and television receiving sets, except communication types __.__.___ 750 
3652 Phonograph records and prerecorded magnetic tapes ___________________ 750 
Goes lelephone and telegraph apparatus ...........................-..... 1000 
3662 Radio and television transmitting, signaling, and detection equipment and 

ep pele ee peat eo. See OU) 
3671 o and television receiving type electron ‘tubes, except “cathode ray .... 1000 
3672 paphode wey Celévision cicture tunes 6-22 = 2 750 
3673 Transmitting, industrial, and special purpose electron tubes ____________ 750 
3692 Primary batteries, dry Til ke ee 1000 
3694 Electrical equipment for internal combustion engines _._.__.._________ 750 

MAJOR GROUP 37—TRANSPORTATION EQUIPMENT 

3711 Motor vehicles and passenger car bodies _...-..-..__-________________ 1000 
37111 Passenger cars (knocked down or assembled) **** 
IRR tet Ge ee ee a -------__~_ 1500 
eemeincTAL, engines: and engine partss*°*** ____...-.-____________.-_..-. 1000 
3728 Aircraft parts and auxiliary equipment, not elsewhere classified ..__.___ 1000 
of le ooipouiiding and repairing see***s ___~..... 1000 
Seemeeeailromd equipment -.....-...._.......-.......-._...-_.._--___.____-_ 1000 
3761 Guided missiles and space vehicles _.._...._.----_ 1000 
3764 Guided missiles and space vehicie propulsion units and propulsion unit 

a Cm oes ee ee ee ec eee ew 1000 
3769 Guided missile and space vehicle parts and auxiliary equipment, not else- 

en emer ass CC) rea Se ee eee eee 1000 
eee ankeland tank components*...._....................._______-..-.____ 1000 


MAJOR GROUP 39—MISCELLANEOUS MANUFACTURING INDUSTRIES 


3996 Linoleum, asphalted-felt-base, and other hard surface floor coverings, not 
Pibamieneme A SSMed 95 See 6. nee ene nee nen. _--___— 750 


[See footnotes on following page.] 
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GENERAL PROVISIONS 


FOOTNOTES FOR PRECEDING LIST 


* The “number of employees” means the average employment of 
any concern and its affiliates based on the number of persons em- 
ployed during the pay period ending nearest the last day of the third 
month in cach calendar quarter for the preceding four quarters. 


** Reserved. 


*e¢¢ The size standard for SIC 2911 is set forth in [-701.1(2)62. 


Zo 


eeee The size standard for SIC 30111, 301122, and 37111 are set 
forth in 1~701.1(2)53 and 4, 


eeeee Guided missile engines and engine parts are classified in SIC 
3764 and 3724. Missile controi systems are ciassified in SIC 3662. 


ceveee Includes maintenance as defined in the federal Aviation 
Regulations (14 CFR 1.1) but excludes contracts soiciy for preventive 
maintenance as defined in 14 CFR 1.1. As defined in the Federal 
Aviation Regulations: ” ‘Maintenance’ means inspection, overhaul, 
repair, preservation, and the replacement of parts, but excludes 
preventive maintenance. “ ‘Preventive maintenance’ means simple or 
minor preservation operations and the replacement of small standard 
parts not involving Compiex assembly operations.” 


eeeesees Shipduiiding and repairing industry includes estabdiish- 
ments primanly engaged tn building and reparring all types of ships, 
barges, canal boats, and lighters, of 5 gross tons and over, whether 
propelled by sail or motor power or (owed by other craft. Establish- 
ments primarily engaged in fabrication or repairing structural assem- 
blies of components for ships, or subcontractors engaged in ship 
painting, joinery, carpentry worx, electrical wiring installation, etc., 
are not included. The size standard for Boatbuilding and Reparing 
{establishments primarily engaged in building and repairing all types 
of boats, except rubber boats, under 5 gross tons) 1s 500. 
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